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Prices based on first 66 months of both wars 





Source: Bureau of Labor Statistics 


Rationing, price and wage controls have held 
prices down .. . but the next step is up to you! 


The silliest man (or wom- 
an) in America today is the 
one who thinks he’s ahead 
of the game when he finds 
a way around the rules of 
rationing. 

Why is he silly? 

Because every time you 
pay more than ceiling 
prices, every time you buy 
rationed goods without 
stamps, you are breaking 
down the very controls that 
have kept your cost of liv- 
ing lower in this war than 
in World War I. 


What else can you do to 
keep prices down? Tuck 
away every dollar you can 
get your- hands on. Put it 
safely away into War 
Bonds, life insurance, sav- 
ings banks. 

Why? With more money 
in people’s pockets than 
goods to spend it on—every 
unnecessary thing you buy 
tends to push prices up. 

Save. Don’t spend. It’s 
common sense for today— 
safety for tomorrow. 


A United States War message prepared by the War Advertising Council; 
approved by the Office of War Information; and contributed by this 
magazine in cooperation with the Magazine Publishers of America, 


ONE PERSON CAN START IT! 


You give inflation a boost... 


—when you buy anything you can 
do without 


—when you buy above ceiling or 
without giving up stamps (Black 
Market) 


—when you ask more money for 
your services or the goods you sell, 





SAVE YOUR MONEY. Buy and holdall 
theWarBonds youcanafford §§ELP 


—to pay for the war and a. 


protect your own future. 
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FOUNTAIN OF YOUTH... 
THE VACULINE PROCESS 


With our patented Vaculine process, we 
get into the very heart of the office machine 
and rid it of all dirt and rust. Whether 
Bookkeeping or Billing machine, Addresso- 
graph or Dictaphone—the office equipment 
you buy at AMECO is rebuilt . . . recon- 
ditioned . rejuvenated—made to look 
and operate like new. 


ADDRESSING MACHINE 
& EQUIPMENT Co. 


326 B'WAY - N.Y. 7,N. Y. 
WORTH 2-5337 














You will find in our showrooms, office 
machines of almost every make and 
model ... for delivery 30 days after 
receipt of your order. Each machine is 
guaranteed and serviced FREE for one 
year. 

Our representative will be glad to 
work with you. 








ADDRESSIN BOOKKEEPING DICTATING 
One of the finest re- surroughs, Elliott Our mechanies have had 





building shops in the 
country — serviced by a 
staff of factory-trained 
mechanics. 


] 9] f 5 


Fisher, and National 
bookkeeping machines 
are rebuilt hére by ex- 
pert mechanics. 


many years experience 
in rebuilding all types 
of Dictaphones and Edi- 
phones. 
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The PRINTING Calculator 
would figure it right! 


A garage too low for the auto! 

The Printing Calculator prevents such figufing errors. 
Accountants everywhere say the Printing Calculator saves time 
and checks mistakes by simultaneously working, printing and 
proving their problems—as shown by the simple problems 
printed and proven on the tape. 

The Printing Calculator is the ONLY machine that: 


Divides automatically and prints 
Multiplies and prints 
Subtracts and prints 
Adds and prints 

It replaces the ordinary adding machine that 
won't calculate, and the ordinary calculator 
that won't print. Phone your nearest Rem- 
ington Rand office now, or write to us 4 
Buffalo 5, N. Y., for your free booklet TOPS 
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War Loans 


N THE 7th War Loan, you’re 
Dvcing asked to lend 7 billion 
dollars—4 billion in E Bonds 
alone. 

That’s the biggest quota for 
individuals to date. 

Maybe you’ve wondered why, 
when we've apparently got the 
Nazis pretty well cleaned up, 
Uncle Sam asks you to lend more 
money than ever before. 

If you have, here are some of 
the answers: 


This war isn’t getting 
any cheaper 

No matter what happens to 
Germany —or when—the cost of 
the war won’t decrease this year. 

We're building up a whole new 
air force of jet-propelled planes 
and bigger bombers. 

We’re now building—even 
with announced reductions— 









wounded. Wounded men are ar- 
riving in this country at the rate 
of over 30,000 a month. The cost 
of caring for these men at the 
battle fronts, transporting them 
home, and rehabilitating them 
when they get here, is mounting 
daily. 

No—this war isn’t getting any 
cheaper. And won’t forsome time. 


This year—2 instead of 3 


We need as much War Bond 
money this year as we did last. 
But there will be only 2 War 
Loans this year—instead of the 
3 we had in 1944. 

Each of us, therefore, must lend 
as much in two chunks this year 
as we did last year in three. That’s 
another reason why your quota 
in the 7th is bigger than before. 

The 7th War Loan is a chal- 
lenge to every American. The 
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Looking Ahead 


By Wittram R. Donatpson, C.P.A., President-Elect 


we 


V HAT I have to say tonight additions to and extensions of its 
really should be reported to Services that the Society should 
vou by Henrv Horne himself, be- undertake. The time is ripe, and 
cause the plans for the immediate has been ripe, but the problems and 
future of the Society have been limitations of our wartime economy 
developed during his administration, and the tremendous pressure on 
and it is he rather than I who should committee members who must con- 
be telling you of them. However, tribute their time and efforts to 
he asked me to take over this assign- make the Society’s activities 
ment, stating, as he put it in his ¢ffective and successful have forced 
usual modest way, that the carrying deferment until the way is propi- 
out of these plans is the task of the tous. 
incoming administration and _ it At our meeting last month I 
would be better, therefore, for me to. Pointed out that the Society’s mem- 
talk of them and to answer your bership has reached nearly 5,000 and 
questions. . that, strikingly, most of this mem- 
There are many forward-looking bership has been acquired during 
. the last seven or eight years. This 
means that the Society is composed 
dominantly of young men recently 
entered into the profession. This is 
proof of what you have heard so 
frequently: that ours is a young 
profession which has_ progressed 
and expanded at a phenomenal rate 
both in influence and in numbers; 
and the end of the war will doubt- 
less see a great many more men and 
women seek entrance into our ranks. 
It is the Society’s obligation— 
now that we have laid a firm founda- 
tion of membership and, equally 
important and fortunate, in financial 
ability—to increase the activities of 
the Society in three distinct, broad 





WittiAM R. Donatpson, C.P.A., 
President-Elect, has been a member 
of the Society since 1922 and up to 
the present time has served as 
Director, Secretary and Vice- 
President and held chairmanship 
f important committees. He 
served as Deputy Comptroller of 
the City of New York from 1933 
to 1935. He is certified also in 
Pennsylvania and Connecticut 
and is a member of the New York 
Bar, the National Association of 
Cost Accountants, and the Amer- 
ican Institute of Accountants. 


( 
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fields, with special emphasis toward 
the wishes and needs of the younger 
members. These fields, as I see 
them, are: 
(1) To stimulate and make 
possible a higher level of techni- 
cal knowledge, information and 
skill in our members. 
(2) To bind the 
closer together in their common 
calling so that they will know one 
another better and work more 
cooperatively, harmoniously and 
helpfully in professional solidarity. 
(3) To convey to the public, 
through various avenues of in- 
formation, the importance and the 
great usefulness and value of the 
services of the C.P.A., the variety 
of problems in which he can be of 
assistance and the high order of 
training, skill and experience 
which he brings to his client. 
Within the first field is the area 
of our technical meetings, (both our 
regular meetings and our special 
meetings), our monthly magazine 
and the work of our many technical 
committees. The busy war years 
brought a halt in the progress being 
made here, because it was unfair, 
when they were so hard-pressed by 
demands of clients, to ask the mem- 
bers of the technical committees to 
give time and effort to organizing 
and running meetings and to put in 
the many hours of preparation 
necessary to make them of the high 
quality we want them to be; and 
also when the attendance at such 
meetings would perhaps be small, 
because many members wishing to 
attend would be prevented from do- 
ing so for the same reasons of pres- 
sure. 


members 


Before the war we made great 
headway with frequent meetings at 
the Engineering Societies Building 
covering a wide variety of subjects, 
and those meetings, as you will re- 
member, were well and enthusiasti- 
cally attended. This past year, at 
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Simon Loeb’s insistence, we tried 
out the series on Federal taxes, 
which proved a great success both 
in attendance and in quality of sub- 
ject-matter, and many members 
have requested this be made a regu- 
lar annual thing. This tax series, 
probably expanded, will be carried 
on again this year. 

A few other special meetings were 
held which also showed good atten- 
dance and were followed by com- 
ments by many members that we 
should hold more of them. 


Now I going to propose that 
every one of our technical commii- 
tees hold at least one open meeting 
this coming year. While I appreci- 
ate the war is only half over and we 
shall all be busy with problems of 
reconversion, and that it is still 
somewhat unfair to ask members to 
give much time to preparing ma- 
terial, my thought is, to make it 
practicable, feasible and simple, that 
most of these meetings can be of a 
different type than the formally- 
organized ones that we have had in 
the past. Out of the type of meet- 
ing now proposed, with its smaller 
attendance, its intimacy, its in- 
formality, we can give the members 
not only excellent technical in- 
formation but there will begin to 
grow what, to me, is the greatest 
need, internally, of our profession 
here in this big city of ours—that is, 
a wider acquaintanceship within the 
profession and more particularly the 
younger men getting to know the 
older men and thus finding out that 
the older men are approachable, 
friendly, and want to help the 
younger practitioner. 


This plan for such meetings is as 
follows: In September we would 
schedule, through the fiscal year, at 
least one meeting for each technical 
committee, to be held at the Society’s 
office where, in the large room, an 
attendance of 65 can be comfortably 
accommodated. The technical com- 
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mittee members would not be asked 
to devote valuable time to special 
preparation but merely to be on 
hand to lead discussion and answer 

stions on these phases of princi- 
ple and practice which are peculiar 
to, or represent, controversial areas 
ithin that special technical field. 

Now these meetings should be 
most informal and free for all dis- 
Because of the limitation 
to an attendance of 65, admission 
cards must be requested in advance, 
and notices of the various meetings 
would be mailed out twice a month. 
Ir considerable more requests 
should be received for some of the 
meetings than the limit, then an- 
ther meeting, of the Committee can 
he scheduled to be held probably 
vithin a month and the disappointed 
members advised of the situation 
and sent admission cards to the 
second meeting. 


cussions. 


This may sound like an ambitious 
program, but when analyzed it is 
simple and inexpensive, and places 
no undue burden on the committee 
members, for we have the room 
available at the Society’s offices and, 
without needing to prepare, the com- 
mittee members would have to give 
only one or two nights during 
e vear to this professional service 
to their fellow-members who would 
like to meet with them informally 
to talk over with them the problems 
and peculiarities of that special 
technical field. I would consider 
such a meeting well worth while 
and suecessful, and accomplishing 
its purpose, if only ten members 
came out to meet with the com- 





mittee. 
A question in my mind is, what is 
best time for these meetings?: 
7:30 to 9:30, or should we try to 
hold some of them in the afternoon 
from 4:00 to 6:00, or perhaps Satur- 
lav afternoons? We would like to 
hear your views on this point so 
hat when meetings are to be sched- 
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uled we will know the times most 
agreeable and convenient. 

Next, let us speak of our monthly 
publication. Wartime paper restric- 
tions have, of course, cut down its 
size and contents, as you probably 
understand. The Publications Com- 
mittee, under Dr. Hugh O’Reilly’s 
chairmanship, has kept up the high 
quality and practical, day-to-day 
usefulness of the articles published 
and, next to the Journal of Account- 
ancy, it is the leading accounting 
periodical in the country. We have 
many subscriptions from out of the 
State and from non-members, and 
the magazine goes into many pub- 
lic libraries, and to the libraries of 
every college and university in the 
country whose courses qualify for 
credit under our New York C.P.A. 
laws. We should build up the 
magazine and enlarge it; we should 
develop editorial viewpoint and 
comment, not only in relation to our 
own professional area but also lift 
up our professional attitude to, and 
express it on, many areas of public 
discussion and interest, as, for ex- 
ample, taxes, finance, business 
economics, Federal and State legis- 
lation, etc. 

It is amazing what fine work has 
been done with the magazine on a 
purely voluntary basis by the Com- 
mittee on Publications. We have 
no C.P.A. on our paid staff to clear 
technical material and to do the 
difficult job of editing and rewriting. 
We need and should have on the 
staff a highly competent accounting 
and auditing technician and writer 
to work on the publication and to 
build it up along these lines. We 
are looking for him and we hope we 
can find him very soon. Further, 
such a technical staff-man is essen- 
tial to guide and coordinate the in- 
creased activity and more frequent 
meetings proposed for the many 
technical committees. 

Your Board of Directors has al- 
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ready approved the printing and dis- 
tribution to the members of all the 
Accounting Releases of the Securi- 
ties and Exchange Commission, in 
handy form as you now receive the 
Research Bulletins of the American 
Institute of Accountants—and these 
will be kept current. The paper 
situation has delayed the distribu- 
tion and, as soon as can be done, 
you will have them in the mail. 





In the second broad field I men- 
tioned—that is, getting members 
better acquainted with one another 
and cementing professional  soli- 
darity—much progress will be made 
by means of the intimate and 
smaller technical committee meet- 
ings. Another idea the Board has 
considered, but necessarily has had 
to defer acting on until the war 
ends, is a project for holding a series 
of a dozen or more small dinners, at 
each of which the host would be a 
well-known, older, prominent and 
successful practitioner. Limited to, 
say, fifteen or twenty persons and 
held in a private dining room in 
some club or hotel, with the dinner 
price moderate, the purpose of such 
a dinner would be for the vounger 
members to meet, socially and inti- 
mately, with the host.  Further- 
more, in the friendliness and in- 
formality of such a dinner, members 
would become better acquainted 
with their fellow members seated 
around the table. Discussion at 
these dinners would be led by the 
host and directed toward any phase 
of professional practice and activity 
the members present indicated the 
desire to discuss. 


In the third field—that of public in- 
formation—much lies ahead of us 
and much can be done. We must 
throw off some of the shackles of 
ultra-conservatism, stir our imagina- 
tion and have the skilled, full-time 
help of a public relations man of 
broad experience. We have that 
man now in Ed Gleason, and in the 
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past few months foundations have 
been laid for a long-term approach. 
This takes time and ingenuity; 
channels must be cultivated and pre- 
liminarily educated. | Newspaper 
space has been tight during the last 
year and crowded with war news. 
But newspapers are only one chan- 
nel to bring the C.P.A. to the atten- 
tion of the public. The trade jour- 
nals and periodicals—of which there 
are many hundreds—can and will 
use the right kind of material if it is 
given to them. I see wide opportuni- 
ties, if handled adroitly and well, to 
channel into such publications cur- 
rent comment and_ information 
based on articles appearing in our 
monthly publication. Digested and 
couched in popular, smoothly- 
written, non-technical language, we 
can get over a message of the skill, 
the responsibility and the great 
helpfulness of the C.P.A. in all in- 
dustries, trades and businesses. We 
can make the public conscious that 
we are the ones best qualified and 
competent to serve and advise the 
businessman in a great many other 
matters besides the mere auditing of 
his accounts, and also we can do 
something to plant the seed in the 
minds of the medium and small- 
sized businessmen of the worth and 
utility of regular audits. 





For example, I visualize a cam- 
paign—if you want to call it that— 
through the trade papers and jour- 
nals, to emphasize that every busi- 
ness transaction that is not an ordi- 
nary day-to-day transaction may 
have widely different results in tax 
calculations if effected one way or 
the other, and that the only wise 
and safe thing to do is to consult 
the C.P.A. for tax advice before the 
transaction is arranged. 

Many of you who read the Herald- 
Tribune yesterday may have seen 
the full-column article in the busi- 
ness section dealing with the sub- 
ject of Certificates of Non-Neces- 
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sitv. That article is typical of what 
mean, it was based on information 
upplied by our own Society. 





It is only a short step, to expand 
an approach to radio broad- 
casts directed toward the small 
businessman, educating him on the 
importance of proper accounting, 
some of the mechanics and princi- 


S 


Ucil 
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ples, and the accounting and tax 
problems he faces in his business 
irom day to day, coupled with the 
sugs gestion of the valuable help the 
.P.A. can be to him when con- 
xe 

Ited 


sulted promptly and regularly. 


This is just a look into the future: 
something else our technical assist- 
ant can work on and what we need 
him for—and for which, if it is to be 
done right, he will eventually need 
an assistant. 

Then comes our veterans’ prob- 
lems. A State-wide committee com- 
posed of many members, with area 
subcommittees, is now in process of 
formation. This committee will 
assist our own member veterans in 
reorienting themselves, by retrain- 
ing and special refresher courses. 
This committee, I am happy to an- 
nounce tonight, will be under the 
chairmanship of our new Vice Presi- 
dent, Charles H. Towns. It will 
concern itself also with non-C.P.A.’s 

who have been staff members, and 

will cooperate with advisory agen- 
cies or groups being set up locally 
through the State to counsel and 
assist veterans generally who pro- 
pose to enter business for them- 
seives. Our placement service, 
under Donald Bellows which has 
functioned so well during the war 
years, will fit into this program ex- 
cellently and help in finding jobs 
for returning accountants and, with 
State-wide activity, the time will 
come soon, I expect, when he too 
will need an assistant. 


We hope this coming year, with 
an early start, to succeed in having 
the State Legislature pass the 
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C.P.A. bill introduced this past 
winter which, unfortunately, died in 
committee. Several improvements 
in the bill have been suggested and 
they are now being considered. The 
Board of Directors is going to work 
actively on this legislation during 
June and it is hoped by the end of 
June everything will be set to intro- 
duce a bill in the Legislature the 
first day it opens. 


One other activity of the Society 
that has been a great success for 
many years past is the Up-State Con- 
ference. Whether we shall be able to 
repeat in September the splendid 
Conference we had last year at Lake 
George seems doubtful in view of 
the current ODT regulations. Our 
four up-State chapters are growing 
in membership and in local influ- 
ences. Ideas are afoot to step up 
the activities of the chapters and 
they are demanding that they have 
a Conference. Perhaps complying 
with travel regulations we can work 
out a meeting at Rochester, or close 
by. 

The addition of several vice presi- 
dents to the corps of officers makes 
it possible to divide up management 
responsibility and duties in a man- 
ner that will make for more and 
better coverage and enable expan- 
sion of activities to proceed smoothly 
and expeditiously along the lines I 
have mentioned. We are certainly 
going to keep Went Gantt pretty 
busy. He has done a fine job and I 
know, from talking with him, he 
looks forward enthusiastically to 
the new things we have in store. 


In what has been said, I may have 
used the pronoun “I” more than I 
should have; I did so mainly for the 
purpose of informal, intimate, per- 
son-to-person report. Understand 
that this program is not mine: it 
is the development of the combined 
efforts of your officers and Board of 
Directors under Henry Horne’s 
presidency, and I am reporting for 
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merely adding a few personal 





tl 

of my own on public informa- 
tion that have not vet come before 
the Board for its consideration. 


The new Board of Directors takes 
over on October Ist. It is a grand 
Board and it’s going to be a lot of 
fun working with it. The incoming 
Board has full power to pass on and 
activate the year’s plans and pro- 
grams, and until then this preview I 
am giving you is merely tentative; 
but I feel certain that a good deal of 
the program, if not all, will find re- 
flection in our coming year’s activities. 

\nd now, finally, an urgent re- 
quest. Our Society has about 77 
committees comprised of about 650 
members. Too many members have 
not yet volunteered to serve on com- 
mittees. It is and will be through 
committee activity that you actively 
participate in the work and the aims 
of the Society. We especially want 
the younger members to become 
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more interested. I appeal to you 
younger members to identify your- 
selves in this part of professional 
life. It will be helpful to you, in 
knowledge and in friends gained. 
Write to the Society, please, volun- 
teering for committee service and 
stating the several committees vou 
would like to serve on if appoint- 
ments are available. 

Later this evening we shall have 
time for discussion and questions 
and I do hope some of the members 
will get up and tell us what they 
have on their minds and give us 
some ideas. This is your Society 
and it now has nearly 5,000 mem- 
bers. We have plenty of things to 
do and more we can _ undertake. 
Write to the Society and give us 
your ideas and, as the vear goes on. 
if you “get a flash idea” let us have 
it in writing then. We welcome 
suggestions and they will have our 
full consideration. 
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The Position of the Woman Accountant 
in the Postwar Era 


By JENNriE M. Paten, C.P.A. 


HE Bureau of Foreign and Do- 

mestic Commerce of the U. S. De- 
partment of Commerce recently pub- 
lished: figures which indicate that the 
public practice of accounting is the 
most lucrative of the professions. Vo- 
cational advisors are in agreement that 
it has been the most difficult of all the 
professions for women to break into. 
And if you will accept the testimony 
of those women who have succeeded 
in piercing its armor, even to a 
woman it is a most fascinating oc- 
cupation. 

In spite of prejudice, about 250 
women in the United States have 
managed to obtain the coveted 
C.P.A. certificate. There is even an 
American Woman's Society of Certi- 
fied Public Accountants, with mem- 
bers from more than half the states. 
Some of these women are in public 
accounting practice. Some have 
opened accounting offices of their 


own. Many have very good posts 
in industry or government. A num- 


ber have achieved positions which 
command respect, both within and 
without the profession. 

Ten years ago an accountant to 
whom a young woman applied for 
staff work told her that he would go 
out of business before he would 
employ a woman on his staff. To- 
day we are witnessing a complete 


reversal of this attitude. Account- 
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ing firms are combing the field for 
women accountants. Three years 
ago, the New York State Society of 
Certified Public Accountants ap- 
pointed a Committee on Wartime 
Problems, one of whose functions 
was “to foster the employment of 
women as staff members as a war- 
time measure and develop client 
acceptance of this practice.” <A 
sub-committee of women members 
Was appointed to help carry out this 
function. 

Because of the prejudices which 
had turned qualified women to other 
and the discouragement 
which colleges had offered to women 
who wanted to study accounting, 
there weren't nearly enough women 
to meet the demand. The woman 
C.P.A. was a find, accounting 
seniors were snapped up_ before 
eraduation, and even women who 
were not accounting majors but had 
had some training and a few years 
of good bookkeeping experience 
were considered. By May 1, 1943, 
according to statistics compiled by 
the War Manpower Commission, 
of 9820 accountants employed by 
954 firms, 821, or 8.4%, were women. 
In the two years since that date the 
percentage must have risen con- 
siderably. In a survey made by 
New York University one large firm 


fields, 


reported that women comprised 
26% of its staff. 
Remembering prewar rebuffs, 


women are pausing, now that the 
end of the war seems not too far dis- 
tant, to appraise their postwar pros- 
pects. Does this right-about-face 
represent a permanent change in 
attitude, or will the end of the war 
see the end of their hopes? 


Reprinted from the May 1945 issue of THE ACCOUNTING ForuM. 
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Changed Conditions 


There are several excellent reasons 
for believing that women have 
gained a permanent place for them- 
selves in accountancy. 

The first of these reasons is a 
genuine shortage of accountants, 
which started long before the war. 
The last twelve years have made 


heavy inroads upon accountants’ 
staffs. Since 1933 the government 


has absorbed hundreds of them to 
administer the Securities and Ex- 
change Commission, the Federal 
Power Commission, the Federal 
Income Tax Bureau, and a dozen 
other bureaus and commissions. 
Then came the tremendous losses to 
military service. The War Man- 
power Commission’s figures show 
that by the spring of 1943 account- 
ing firms had lost 32% of the 
permanent staff members to the 
armed forces, and that additional 
losses of key men to industry were 
so severe that the supply was only 
50% of the need. That was two 
years ago. Conditions have grown 
steadily worse. 

After the war, some but not all, of 
the men in service will return to 
public accounting. Many will want 
to have a fling at something else. 
Of those who were absorbed by in- 
dustry and civilian government, few 
will return to public work. 

Then too, most new reeruits to 
the profession come from the ac- 
countancy students graduating each 
spring. For the next few vears 
there will be a few young men in 
this category. 

The second reason is the steady 
increase in the services which ac- 
countants are called upon to per- 
form. Those same bureaus and 
commissions which swallowed up so 
many accountants called upon in- 
dustry for voluminous _ reports 
which accountants were required to 
prepare. There has been so much 
new work that accountants have 
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cle 


had to decline many engagements. 
Some of this new work, of course, 
arose out of the war and will vanish 
with it, or soon afterward, but much 
of it is permanent and will call for 
plenty of accounting personnel. 

A third factor is woman’s estab- 
lished position in so many well-paid 
and important posts in industry and 
government that even in accounting 
circles it must be evident that the 
old prejudices were pretty far- 
fetched. As far back as 1942 THE 
JOURNAL OF ACCOUNTANCY 
confessed that its previous preju- 
dices against women in accounting 
now have “a slightly ‘Life with 
Father’ tinge.” 

The fourth contributing factor is 
the length of this war, which has 
given women an unprecedented op- 
portunity to demonstrate their 
worth and has provided ample time 
for accountants and clients to be- 
come used to the woman account- 
ant. 

The changed attitude of the col- 
leges is the fifth encouraging sign. 
THE WOMAN C.P.A. reports that 
in 1943 the American Woman’s 
Society of Certified Public Account- 
ants questioned fifty colleges in 
twenty-nine states on their experi- 
ence with women studying account- 
ing, and that the general theme of 
the replies was expressed in the fol- 
lowing statement made by the dean 
of one of the larger universities: 
“We have never encouraged women 
to become interested in the public 
practice of accounting, although we 
realize a mistake has been made and 
we are now endeavoring to correct 


_it.” The personnel director of an- 


other university wrote: “The field 
is definitely a growing one for wo- 
men, at least while the war lasts. 
By peacetime, women will have 
proved themselves capable and will 
never again be discarded in account- 
ing firms.” More recently the dean 
of one of the largest universities 
commented that while he is not sure 
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The Position of the Woman Accountant in the Postwar Era 


how women may be affected by post 
war clashes over qustions of senior- 
ity, he now feels definitely justified 
in encouraging women to study ac- 
counting. 


The sixth indication of the 
woman accountant’s changed status 
is the new attitude expressed by the 
leading accountancy magazines. 
They have said some very kind 
things about women accountants, 
for which we are warmly grateful. 
In March 1945, with the end of one 
war in sight, THE JOURNAL OF 
ACCOUNTANCY, the official or- 
gan of The American Institute of 
Accountants, presented an article 
outlining the educational objectives 
of the Institute, including a refresher 
course for returning veterans, in 
which we find this statement: “... 
the accounting profession ... re- 
quires the highest type of personnel 
—men and women’—(the italics are 
ours) “who are well grounded in 
liberal education and who possess 
broad, accurate knowledge of essen- 
tial technical subjects.” Here, to 
one who knows the careful thinking 
that is back of all the JOURNAL 
publishes, is acknowledgment that 
women have achieved a permanent 
place in the profession. 


Testimony of Employers 


The seventh last reason is so im- 
portant that it outweighs all the 
others put together. It is the testi- 
mony of those who are now employ- 
ing women accountants. These 
men, partners in the larger account- 
ing firms, all leaders in accounting 
thought and men in the forefront of 
accountancy’s activities, have given, 
with heart-warming frankness and 
sincerity, an overwhelming endorse- 
ment of the woman accountant and 
a promise for her future. A cross 
section of these opinions, solicited 
in March 1945, presents unimpeach- 
able testimony that women on pub- 
lic accountants’ staffs have been 
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highly satisfactory, that clients have 
not objected to them, that the 
seniors whom they were assigned to 
assist liked them, that they are to be 
kept on after the war, and that they 
will be advanced in rating as they 
merit such advancement. 

The first accountant interviewed 
Was a senior partner in one of the 
largest firms. He summarized his 
views as follows: 

“We have several women on our 
staff at this office. Every one of 
them is highly satisfactory. No 
client has offered a single objection 
to them. In 95% of the cases, the 
seniors to whom they have been as- 
signed have preferred them to any 
other assistants and have asked to 
have them again. We intend to 
keep all of them after the war, if 
they will stay, and to advance them 
as they rate it. One is due to be 
rated a senior now. Some have 
done out-of-town work. We are 
not sure whether we can assign 
women to take charge of engage- 
ments with men as asssistants, as 
most of the assisstants are older 
than the women, but we are willing 
to go along with this situation and 
let it work itself out.” 

The second accountant interviewed, 
senior partner in another large firm, 
said: 

“There will never again be any 
question about client acceptance of 
the woman accountant. That ques- 
tion has been settled forever. Clients 
do not object. 

“Prejudice against women in ac- 
counting is dead. 

“There is no question that those 
with above average ability will be 
kept, but women will have to com- 
pete for their jobs with men, es- 
pecially returning service men. Ex- 
cept in those firms whose work is 
largely local, the men will have an 
advantage in that their assignment 
is more flexible. In cases where 
out-of-town assignment is not es- 
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sential, competition with men will 
narrow down to ability alone. In 
small and medium-sized firms, 
women will be as flexible of assign- 
ment as men and will be under no 
handicap whatever. 

“The women on our staff are re- 
ceiving the same compensation as 
the men, and will be promoted as 
they earn such promotion.” 

A letter from a third accountant, 
partner in charge of personne] in 
another large firm, reads in part as 
follows: 

“We have had women on our pro- 
fessional staff since February 1942. 
Most of them have major degrees 
in accounting. Some had the ad- 
vantage of some years practical*(but 
not public accounting) experience. 

“They now occupy junior, semi- 
senior and light senior positions. 
We see no reason why they should 
not continue this progress in the 
even higher fields, but it must al- 
ways be remembered that the per- 
centage of men who can progress 
into top senior, supervisory and 
partnership positions is quite small. 

“There was at first some reluc- 
tance on the part of senior men to 
take women on to assignments. 
Circumstances soon dispelled this 
reluctance, and generally speaking, 
it is my opinion that in most cases 
ability alone is now the controlling 
factor in the matter of assignments. 

“We intend to retain some of our 
women staff accountants when men 
return from service. Naturally, we 
shall do as we would in the case of 
men—retain those best suited to the 
needs of our practice. We do not 
yet know whether they will handle 
the larger jobs in the office. We 
are satisfied, however, that there 
will always be a place for women 
with the necessary technical train- 
ing and of more than average intelli- 
gence at a senior level as in-charge 
accountants on medium-sized and 
similar jobs.” 

A fourth accounant, senior part- 
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ner in a large firm, writes: 

“We interviewed a good number 
of young women for our staff and 
employed several. They have made 
good and we intend to retain them 
permanently. 

“T believe there is a real oppor- 
tunity for women in public account- 
ancy provided they are willing to 
secure a reasonable basic training 
beforehand and then are willing to 
study. In other words, that they 
are really interested in accounting 
as a vocation and not merely as a 
temporary means of earning a liv- 
ing. Any prejudice against women 
probably has disappeared. At least, 
it has in my firm. We probably will 
always have a certain number of 
women on our staff whether or not 
competent men accountants are 
available.” 

A fifth firm, a very large one 
which has employed a significant 
number of women, commented: 

““Those who are adapting them- 
selves to doing the work as men 
have done it are being generously 
accepted; those expecting the work 
to be arranged to their convenience 
are not fully accepted. These criteria 
of usefulness may be the real test 
when veterans return and men 
generally are available.” 

A partner in a sixth firm, another 
very large one, said when inter- 
viewed : 

“We are using a_ considerable 
number of women, mostly as 
juniors, some as semi-seniors and 
some in higher ratings. Some are 
of course using their jobs as a stop- 
gap but many are serious. All are 
regarded as satisfactory and a num- 
ber are definitely of superior caliber. 
Some are so good that clients have 
tried to steal them. 

“They like to go out of town and 
we send them out in groups of two 
or more. 

“The men on the staff like them. 

“Clients have offered no objec- 
tion. Whether they will do so after 
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the war remains to be seen but cer- 
tainly there has been ample oppor- 
tunity to break any prejudice down. 

“Unquestionably, several will be 
kept after the war.” 

Quotations from other interviews 
and letters would furnish only cor- 
roborative evidence. There was no 
dissenting voice, except one failure 
to reply which may indicate dis- 
agreement or may signify only lack 
of time or interest. The preponder- 
ance of approval is so great, how- 
ever, that a few dissenters would 
not materially alter the situation. 


Qualifications Needed 


The letters quite rightly lay stress 
on the need for special aptitude 
coupled with thorough training. 
Accountancy is not a field for the 
lazy or unintelligent. 

As part of their daily tasks ac- 
countants must shoulder responsi- 
bilities which are among the 
heaviest imposed by the business 
world. Administrative policies, 
bank loans, bond issues, capital stock 
issues, acquisitions of businesses, in 
fact every type of financial transac- 
tion, are based upon the findings of 
accountants. The penalties of being 
wrong are shockingly severe. 

The larger firms prefer to employ 
on their staffs only those who are 
eligible for the C.P.A. certificate, 
and the staff member who does not 
obtain the certificate will find small 
opportunity for advancement. 

The requirements for the certifi- 
cate vary in the different states. In 
New York State, it is necessary to 
be a college graduate and the college 
must be one which has been desig- 
nated by the state as an accredited 
school. Before the certificate is 
granted, the candidate must have 
completed at least two years of ex- 
perience in the employ of a certified 
public accountant in no less grade 
than that of junior accountant. 

The certificate, valuable as it is, 
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does not end the period of study. 
To be a top-grade accountant it is 
necessary to read constantly to ac- 
quire broader knowledge of business 
procedures and to keep abreast of all 
the new legislation affecting busi- 
ness, the new tax laws, the new de- 
velopments in accounting thought. 
It is important to learn to use English 
correctly and effectively, because at 
the completion of most engage- 
ments the accountant submits a 
written report to his client, on the 
excellence of which he is judged. It 
is a permanent record, over his sig- 
nature, and any flaws in it remain to 
plague him all his life. 


Every occupation has its personal 
problems as well as its technical 
ones. The accountant must be able 
to meet people, executives and sub- 
ordinates, with self possession. He 
must frequently meet and conquer 
hostility. Examinations of accounts 
disclose errors. Some are careless, 
some intentional. They disclose in- 
efficiency, sometimes in high places. 
They sometimes disclose an appal- 
ling disregard of the rights of credi- 
tors or stockholders. The account- 
ant’s reputation and personal for- 
tune are at stake when he certifies 
financial statements, and he there- 
fore must in some way manage to 
have all important errors corrected 
and all essential information disclosed. 
To do so and retain the goodwill of 
the client and of the client’s em- 
ployees requires considerable self- 
control and persuasiveness. 


Accountants are expected to be 
impartial. They are not permitted, 
as are some other practitioners, any 
bias, or any silences, in favor of their 
clients. They are required to state 
the facts as they see them and this 
sometimes puts them, as can be 
imagined, in some pretty difficult 
spots. A study of newspaper artic- 
les, court decisions, and pronounce- 
ments of the Securities and Exchange 
Commission during the past twelve 
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years will show to what high stand- 
ards they are held by the courts and 
the public. 


The successful accountant must 
have sound judgment, unquestion- 
able integrity, tact in dealing with 
others, plenty of imagination, and a 
great deal of physical stamina. 
These are the attributes which get 
a junior a job and make him worth 
promoting. 


All these qualities, together with 
keenness of mind and steadfastness 
of purpose, women may and do pos- 
sess or they would never have suc- 
ceeded in breaking into accountancy 
at all. Those few who have had the 
opportunity have shown that they 
can do whatever is required of the 
accountant, at any level. Women 
in the other professions, in merchan- 
dising fields, in publishing and ad- 
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vertising offices, and in industrial 
plants have proved themselves com- 
petent to lead and to supervise 
others, both male and female, and 
those women who have reached key 
positions in both public and private 
accounting have demonstrated that 
they can do likewise. 

Some of the accountants ques- 
tioned reported that they had already 
lost some good women staff mem- 
bers to clients. As has already been 
brought out, there are only a few 
top positions open at any time in 
the accountant’s office and many 
capable men after five or ten years 
gravitate to excellent positions in 
industry. In fact, accounting firms 
are proud of the number of their 
graduates who occupy important 
posts in the busines world. No 
doubt the woman accountant will 
follow their example in many cases. 
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We Are Known by the Company We Keep 


By Tuomas W. Byrnes, C.P.A. 


oo is an old saying “Birds 
of a feather flock together.” 
The November 1944 issue of the 
New Jersey CPA Journal contained 
a description of an incident which 
although it possessed an element 
of humor carried also a note of 
warning to certified public account- 
ants. The article dealt with a CPA 
inquiry instituted by the president 
of a large corporation. The report 
was very favorable to the account- 
ant until the last sentence which 
read “The only breath of scandal 
is that lately he has been seen in 
the company of a notorious busi- 
nessman of doubtful reputation.” 
The implication is obvious. 

Young practitioners setting up for 
themselves are often flattered by the 
attentions of apparently prosperous 
men of affairs. Such notice may 
lead to disastrous consequences un- 
less the favored ones are well 
grounded in their standards. of 
honesty and business and_ profes- 
sional ethics. Temptations in the 
way of social recognition and fees 
often lead a young accountant to 
lo things he may lat 
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ng Gr TESTE. 
The writer has from time to time 


been the recipient of confidences of 


numerous of his students of the past 
thirty vears. These young men 
have faced many embarrassing 


situations in which refusal to accede 
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demands, if no adequate solu- 
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tion could be found, meant loss of 
remunerative accounts. Among 
them, one is recalled where a treas- 
urer issued to a bank a statement 
of a close corporation. Although 
the corporation’s independent ac- 
countant conducted a monthly audit 
he had not been asked to prepare 
or approve the statement. The 
bank requested certification and the 
treasurer then referred the matter 
to the auditor. Comparison of the 
treasurer’s statement with the rec- 
ords showed the omission of liabili- 
ties. The client was an important 
one in its industry and its account 
and influence meant much to the 
young CPA, who now had to do 
something. He could not certify 
the erroneous statement, and to 
issue another of the same date show- 
ing the omissions of the treasurer 
was unthinkable. What todo? In- 
asmuch as a month had passed since 
the date of the statement in ques- 
tion, and as the corporation closed 
its books monthly, the affair was 
settled by informing the bank that 
the auditor was then preparing a 
later statement, which in due course 
was sent to the bank. This was an 
instance where fortunate attendant 
circumstances furnished a _ simple 
solution, but most situations of this 
sort are not so easily resolved. 
They may become severe tests of 
the CPA’s integrity. When one is 
truggling to obtain a foothold in 
the business or professional world 
and is assuming at the same time 
serious economic responsibilities, 
the temptation to yield is great, but 
the peace of mind resulting from 
strong adherence to the principles 
of right is not the only reward. A 
reputation for honesty and fair deal- 
ing with clients, colleagues, and the 
public, is bound to result ultimately 
in greater and much more satisfac- 
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tory economic security. A change 
of auditors is questioned by banks 
and other credit grantors and the 
true reason is soon brought to light 
to the honor of a displaced practi- 
tioner. 

In these days of high income 
taxes and required compliance with 
the regulations of so many govern- 
mental agencies the lot of the con- 
scientious CPA is not a happy one. 
The active practitioner is frequently 
affronted by remarks to the effect 
that there are “safe” ways to re- 
luce taxes and to “avoid” bureau 
regulations, that “everyone is doing 

"and that he is not “smart” if he 
is not able to suggest ways and 
means of accomplishing these 
things. The alert professional 
through constant study knows the 
afiairs of his ‘clients much better 
than the latters’ lunch-time ad- 
visers, and the accountant should 
tell such clients in no uncertain 
terms of his opinion of and the 
penalties for violations. <Any client 
worth retaining will respect him for 
the expression of his views. 

The preparation of statements, 
particularly of costs upon which 
covernmental purchases and renego- 
ttation and termination of contracts 
are based, imposes a great respon- 
sibility upon CPAs. A reputation 
may be ruined if it is proved that 
fictitious items were included and 
that the certifying accountant did 
not detect them. Also, in cases 
where an auditor suspects but is not 
permitted to prove that a client is 
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doing something to obtain higher 
than authorized ceiling prices for 
his merchandise, the auditor is faced 
with a problem. It is not the writ- 
er’s intention to dwell on the ac- 
countant’s responsibility in matters 
of this kind. That subject has been 
admirably presented in earlier num- 
bers of the New York Certified Pub- 
lic Accountant, in the March 1945 
issue, and in Bulletin No. 21 of 
Auditing Procedures of the Ameri- 
can Institute of Accountants. The 
thought here is merely to warn 
young practitioners of possible pit- 
falls in accounts and the conse- 
quences of negligence or in acquies- 
cence in improper practices of 
unethical clients, also to remind 
them that they, are judged by the 
standing of those with whom they 
associate. 

Today we are living in an era 
where comparative youth—35 to 45 
—is in the saddle and where, by the 
aforesaid, years of experience and 
human contact are considered not 
only as of no value but also as defi- 
nite handicaps to progress. But if 
the smart young business and pro- 
fessional men who pretend to know 
all the answers and who measure 
success by material possessions 
alone, will indulge in a little intro- 
spection and then look around, they 
will discover that in the long—and 
short—run, the terribly trite maxim 
“Honesty is the best policy” still 
pays handsome dividends in sound 
sleep, the respect of the community, 
and also in the coin of the realm. 
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Partnerships and Close Corporations 


By A. S. Feppe, C.P.A. 


Conditions peculiar to such forms of enterprises, and situations affecting 
ownership interests therein of individuals and estates 


\ HILE the separation between 
partnerships and close corpo- 
rations is not very wide, and in 
many respects the two kinds of con- 
cerns have similarities, it will be 
best to discuss them separately. 


PARTNERSHIPS 

The accounts of special interest in 
a partnership are those recording in- 
come and the equities of partners. 

While general partners are indi- 
vidually liable for partnership debts 
it is not expected that the accounts 
of the concern will record more capi- 
tal than it is proposed to employ and 
that the partners are able and will- 


ing to use in the enterprise. The 
accounting viewpoint is that of 
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separate entities as between a part- 
ner’s capital in a business and his 
asset values outside the business, 
and accounting for the partnership 
and the partners’ equities therein 
takes no account of whether apart 
therefrom he is rich or poor. His 
worth outside the businesss, though 
not entering into the accounts may, 
however, be of interest to credit 
grantors and may also have been the 
subject of consideration by his part- 
ners at the time of forming the part- 
nership. 


The books will show credits to the 
individual partners’ accounts for 
capital contributed or profits left in 
the business. They may also show 
in separate accounts debit balances 
for withdrawals, treated as debts to 
the firm, or credit balances for 
money advanced to the firm, which, 
from the standpoint of creditors, 
are not assets or liabilities similar to 
accounts with outsiders, but are 
considered respectively as diminish- 
ment of capital and increase of capi- 
tal. The partners may have their 
arrangement as to what accounts 
shall constitute capital in the regu- 
lar employ of the business and what 
are loans to or by partners, but in a 
balance sheet of the partnership 
all balances in partners’ accounts 
should ordinarily be grouped in one 
section to show in its aggregate the 
equity of partners and in its detail 
the amount which is regularly at the 

isk of the business separate from 
any temporary balances. The con- 
tribution of a substantial amount 


_ Presented April 5, 1945 for the Course on Current Problems in Accounting for Lawyers 
given by the Practicing Law Institute in cooperation with the American Institute of Account- 
ants and the New York State Society of Certified Public Accountants. 
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shown as capital just prior to a bal- 
ance sheet date, without intent to 
leave it in the business, could hardly 
be considered as other than “win- 
dow dressing.” It might, however, 
leave a trail to be followed by credi- 
tors in the event of partnership 
insolvency. : 


The original contributions of cap- 
ital may be of various kinds,—cash, 
tangible properties, or intangible 
property or a combination such as 
might be constituted in a going 
business. If a business is acquired 
by purchase at more than the value 
of the net stated assets the excess is 
being paid for goodwill or other in- 
tangible assets. If such business is 
acquired by the amount being cred- 
ited to a partner’s account, his credit 
includes the amount at which good- 
will was taken in, and if no arrange- 
ment is made for its payment it would 
remain to his credit until his with- 
drawal from the firm or his death 
when it would be paid for in accord- 
ance with the applicable provisions 
in the partnership agreement for 
liquidating the partners’ credit bal- 
ance. 

Goodwill may remain on_ the 
books indefinitely at the price paid 
or credited to the partner bringing 
it into the firm. It stands at his- 
torical cost unless arbitrarily writ- 
ten down with the consent of all the 
partners. Often dissatisfaction is 
expressed that a balance sheet does 
not show, except in its current asset 
section, the true values. Goodwill 
is an example of an asset that is not 
expressed at current value. It may 
be present and have a value but will 
not appear as an account unless pur- 
chased, and except by purchase 
there can be no accurate determina- 
tion of its value as it depends on fu- 
ture events, not past, unless some- 
one is sufficiently sanguine of the 
accuracy of his forecast as to back 
it with his money. Once having 
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been purchased it is not expected 
that it will lose its value—though 
that often happens. For some pur- 
poses, an arbitrary formula is ap- 
plied to arrive at a current valuation 
figure, but that is an expedient only 
and does not determine true value 
unless the formula is always ac- 
cepted and the business continues 
for a number of years on exactly the 
same profit level, neither higher nor 
lower than in those past years of 
which the profits were used as ele- 
ments in the formula. 


That the parties to a partnership 
must be legally competent and that 
the business, conducted with a view 
to profit, must be lawful and that 
there must be an agreement of some 
kind, oral or written, is elementary. 


In the absence of specific agree- 
ment as to the division of profits and 
losses, they are apportioned equally. 
It would be a rare partnership that 
could continue satisfactorily with- 
out a written agreement with re- 
spect to all important matters. A 
dozen persons might operate as a 
partnership on merely an oral agree- 
ment with greater safety from dis- 
turbing litigation by the trustees of 
a partner’s estate or by a retired 
partner than a partnership of two 
persons, as at least in the former 
case there would be corroboration 
of the intent, and possibly prece- 

ts to indicate the accepted treat- 
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ment of particular situations. But 
there might still be trouble for lack 


of any agreement on certain points 
not covered by precedent. 

The partnership agreement, spe- 
cific, complete, and applicable to the 
particular enterprise, should be set 
forth in “Articles of Copartnership,” 
as the written agreement is termed. 
Phases of the agreement not per- 
taining particularly to the accounts, 
such as a description of the under- 
taking, scope and duties of partners, 
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and special causes for dissolution, 
will not be elaborated upon here. 
However, the accounting as to part- 
ners’ interests will be affected par- 
ticularly by clauses pertaining to 
capital contributions and changes 
therein, interest on capital or other 
accounts of partners, withdrawals 
as salaries or profits and treatment 
of undrawn profits, distribution of 
profits as such or as salaries or com- 
missions, method of accounting and 
1greement eon completed accounts, 
yrocedure at dissolution and settle- 
nent, insurance on partners’ lives, 
and the rights of withdrawing part- 
ners or estates of deceased partners. 


I 
I 


Capital and Changes Therein. The 
amount which each partner shall in- 
vest in the business, and in what 
form, should be specified not only as 
to the original contribution but as 
to further contributions if contem- 
plated, and the manner of making 
them—which could be by restricting 
the withdrawal of profits. A sub- 
scriber to stock in a corporation is 
not a stockholder until his obliga- 
tions have been fulfilled and the 
stock has been issued. The arrange- 
ment as to capital in the case of a 
partnership should, if possible, be as 
precise as a _ stock subscription. 
Capital contributed is of course 
credited to the capital account of the 
contributing partner. 


Interest on Capital or Other Ac- 
counts of Partners. In the absence 
of any mention of interest on capi- 
tal, disputes may arise where capital 
accounts are unequal or dispropor- 
tionate as to profit sharing or be- 
come so after a lapse of time. Often 
capital accounts are unequal and 
sometimes so by reason of a special 
type of service which a partner may 
be capable of contributing in lieu of 
a greater capital investment. Usu- 
ally profit and loss will be charged 
with interest on the capital, the 
credits being entered to the capital 
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accounts of the various partners. 
The balance of profit after being di- 
minished by such charge, which is a 
distribution and not a cost, does not 
represent the actual profit of the en- 
terprise but the remainder of profit 
divisible between partners, after a 
distribution somewhat similar to a 
dividend on preferred stock in < 
corporation. 


Withdrawals as Salaries or Profits 
and Treatment of Undrawn Profits. 
\Vhere division of profit or loss is 
to be made on the basis of capital, 
there should be specific definition as 
to what constitutes a partner’s capi- 
tal; whether capital is considered to 
be diminished by borrowings—that 
is withdrawals in excess of those for 
which provision has been made—or 
whether only interest is to be 
charged on such withdrawals or 
loans; and whether undrawn profits 
or other money left in or put into 
the venture shall be treated as capi- 
tal participating in profits or only as 
advances or loans entitled to credit 
for interest. The importance of a 
proper agreement in this respect be- 
comes apparent when the ratio of 
profits to invested capital is greater 
or less (usually much greater) than 
the legal interest rate. 


An agreement may provide for 
periodic withdrawals either desig- 
nated as salaries, shares of profit or 
a combination of both. Amounts to 
be withdrawn as salaries are usually 
related to the service to be per- 
formed by each partner, and the pos- 
sibility of a partner not performing 
the services expected, due to pro- 
longed physical disability or other 
causes, should be provided for in the 
agreement, otherwise the question 
may arise as to whether withdraw- 
als shall be treated as salary charge- 
able to profit and loss prior to divi- 
sion of profits or, under certain cir- 
cumstances, as withdrawals charge- 
able to the particular partner’s capi- 
tal or, with the same ultimate effect, 
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as withdrawals against his share of 
profits. If the withdrawals are 
charged as salary naturally the 
charge to profit and loss becomes 
shared by all, but if not, he stands 
the charge alone. 


Distribution of Profits as Such or 
as Salaries or Commissions. It is 
important that what shall constitute 
the partnership concept of profits 
should be clearly defined, and espe- 
cially so if any payments are to be 
based on profits, such as payments 
for goodwill or for technical or man- 
agement services. 

The profits to the partners of a 
partnership are comprised of the re- 
sults of operations without (or be- 
fore) any charges to profit and loss 
which are contra to credits given 
partners’ accounts —that is, before 
interest on partners’ capital, or sal- 
aries or commissions to partners. 
There is this difference between the 
profit of a partnership and that of a 
corporation; a corporation has a net 
crofit after salaries or commissions 
to stockholder-officers, whereas a 
partnership has first a profit on op- 
erations and after certain adjust- 
ments, affecting only partners, it has 
a divisible remainder of profit or 
loss. 

If a partner is to receive commis- 
sions due to a certain activity such 
as conducting a department of the 
business there should be a clear 
agreement how it shall be computed 
and, if on the net profit of the de- 
partment, specifically what charges 
such as partners’ salaries, share of 
advertising or other particular or 
general expenses shall be taken into 
account before arriving at the base 
for computation of the commission. 
Fortunately income taxes do not en- 
ter into partnership accounts except 
that there is in New York a four per 
cent unincorporated business tax on 
adjusted net income and in some 
other states there are taxes based on 
income of partnerships. To pay a 
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commission, which is chargeable as 
an expense of the business, and base 
it on profits after taxes on income, 
in the case of a partnership at pres- 
ent requires only a simple calcula- 
tion, but such an arrangement in a 
corporation may cause almost end- 
less trouble and worry. Though not 
exactly pertinent to a discussion of 
partnership accounts, the warning 
may as well be included here as in 
the second section of the lecture (close 
corporations ), that if a commission in 
a corporation is to be paid on profit, 
a formula should be devised so that 
it may be determined on an amount 
prior to the deduction of the various 
taxes on income which, of course, 
are calculated on the profit after the 
charge for commissions. It could 
be based on an amount composed of 
profit before such taxes and the 
commission, but after deduction 
therefrom of a predetermined per- 
centage in lieu of the actual taxes 
chargeable. 


Method of Accounting and Agree- 
ment on Completed Accounts. The 
manner in which a sole proprietor 
keeps his accounts is his own affair, 
providing they also serve the pur- 
pose of taxing and other govern- 
ment authorities, but in association 
with others it is important that the 
method should be determined and 
agreed upon. It should be provided 
that the accounts be kept on the 
double entry system and in accord- 
ance with generally accepted ac- 
counting principles consistently ob- 
served. There is a choice between 
the accrual basis and the cash basis, 
and the latter is frequently adopted 
by professional or other service 
firms. If the cash basis of account- 
ing is chosen, the agreement should 
specify how and when the profit is 
to be determined and whether alloc- 
able, when realized, on the basis of 
distribution to the partners in the 
period when earned by the render- 
ing of service, or at the time of reali- 
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zation, — having in mind that the 
rates of participation in profit and 
even the number of participants 
might vary in different years. On 
the cash basis there should also be 
agreement as to expenses and costs 
paid out, whether costs directly ap- 
plicable to certain revenues not re- 
alized at the year end should be car- 
ried over—that is, treated as assets 
at the closing date. If revenues 
when realized are to be allocated to 
the year in which earned, each fiscal 
year will have its own profit and loss 
or income account kept open until 
all revenue earned in that period has 
been realized, though the aggregate 
shares of what has been realized in 
a given period, even if earned in 
more than one period and accumu- 
lated in more than one income ac- 
count, will be carried each year to 
the credit of partners’ capital ac- 
counts. 


The cash receipts and disburse- 
ment basis may be simple in the case 
of an estate but in the case of part- 
nerships, such as law, accounting, or 
other service partnerships, with the 
addition of partners or changing of 
the rates of participation in earnings 
there may be many complications 
in the determination of partners’ in- 
terests. Partners may not be versed 
in accounts, and whether the agree- 
ment specifies that the accounting 
shall be on the accrual or cash basis 
it will be well to provide at the out- 
set for the appointment of a quali- 
fied independent auditor to examine 
the accounts periodically with spe- 
cial reference to seeing that effect is 
given in the accounts to the account- 
ing specified in the agreement. 

Provision should be made for a 
method of agreement on accounts 
completed for any period. This may 
be by means of sets of the financial 
statements being signed by all the 
partners. by means of the absence of 
objection to financial statements 
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Within a stated time, or acceptance 
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of the results as shown on the U. S. 
Return of Income. The “Return,” 
however, fails to record the remain- 
ing balances of assets and liabilities 
and partners’ balances. Such agree- 
ment should not prevent adjustment 
for palpable errors or for a condi- 
tion which could only become deter- 
mined at a later time. 


Insurance on Partners’ Lives. In 
some situations it would be obvi- 
ously desirable to carry ‘insurance 
on a partner’s life. It is unnecessary 
to try to enumerate all the circum- 
stances under which a_ partner’s 
death might be followed by financial 
loss or embarrassment to the firm, 
but they are present in many part- 
nerships and should be recognized. 
When partners are insured it should 
be clearly understood whether the 
firm or certain partners are to be 
charged with premiums and who 
are the beneficiaries in the event of 
death, also what shall be done about 
the policies in event of dissolution of 
the firm. A natural arrangement in 
case of the latter would seem to be 
the option to the insured to take 
over the policy upon the amount of 
the cash surrender value being paid 
to those previously charged with 
the premium payments. 


Rights of Withdrawing Partners 
or Estates. Dissolution of a part- 
nership, in most cases, does not in- 
volve the stoppage of business, but 
marks a point of time at which the 
interests of the individuals compos- 
ing a partnership are determined, 
especially those of a partner with- 
drawing or of his estate in case of a 
partner's death. While a partner- 
ship is, of course, dissolved upon the 
death of a partner, the partnership 
agreement should also provide for 
other contingencies such as a part- 
ner becoming mentally or physically 
incompetent to continue in the busi- 
ness or voluntarily withdrawing 


from the firm. It should provide 
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the basis of settlement, including 
the manner of valuation of assets if 
they are not required to be sold. 
The surviving partners are not trus- 
tees but have possession of the as- 
sets as survivors to liquidate the 
business. Ordinarily, if they take 
over title to the assets at an esti- 
mated value instead of selling them 
it must be with the consent of the 
representatives of the estate. There 
is a good deal of law applicable, in 
the absence of agreement, to the 
rights of ‘the es f a deceased 
partner and the survivors. Much 
trouble may be obviated by agreement 
in the copartnership papers as to what 
shall be the rights of the various 
parties in the event of dissolution of 
the partnership. 


Tata 
tale ¢ 


Procedure at Dissolution and Set- 
tlement. If the partnership agree- 
ment clearly sets forth provisions 
for the situations mentioned, the ac- 
counting can be expedited and the 
amount due should be capable of 
determination. If the remaining 
partners are not to liquidate the 
business but may continue it and as- 
sume personal responsibility for the 
partnershin debts and the amount 
due the estate, the agreement should 
so specify. The estate, of course, is not 
thereby relieved of liabilty to the credi- 
tors of the former partnership, but the 
business can continue as a going con- 
cern. The agreement should also 
specify the manner of settlement, 
when and how payments are to be 
made, how loss, if any, upon dissolu- 
tion is to be apportioned, and it 
might also provide that the interests 
are to be determined as at the close 
of a month,—to avoid having the ac- 
counts made up at an odd date. 


Circumstances peculiar to any 
partnership will naturally dictate 
the sort of provision for dissolution 
and settlement that will seem equit- 
able and feasible and whether the 
proposed methods of settlement can 
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be carried out without life insur- 
ance. 

Where a substantial part of a 
business is attributable to the efforts 
of one partner and he has not been 
paid or credited on the accounts for 
the goodwill developed or brought 
in, and the agreement is to provide 
that in addition to the amount stand- 
ing to his credit upon his retirement 
or death, a sum in payment of such 
goodwill shall be entered to his 
credit and be paid to him or his es- 
tate, the question should be pose 
vhether such goodwill will continue 
in the value proposed based on past 
results—that is, whether business 
will be maintained at the same level, 
and ‘whether, unless the amount is 
provided for by insurance, it could 
be paid for or whether, in any event, 
a predetermined value is a fair or 
even a feasible basis. A fair and 
more practicable basis might be to 
determine the amount to be paid 
upon the basis of business results 
after the date that he ceased to be a 
partner. 


The partnership accounts should 
be examined by the representatives 
of a deceased partner’s estate to de- 
termine that in the accounts affect 
has been given to the terms of the 
agreement; or if the agreement has 
failed to be specific on all points, 
that proper principles have been fol- 
lowed. For example, assuming that 
the survivors may elect to continue 
as a going concern and they do so 
elect, the inventories should be val- 
ued in a manner consistent with for- 
mer practice and not at forced sale 
value, reserves for depreciation 
should be consistent with former 
practice, and provision for loss on 
bad debts should not be excessive. 
If, however, the former partner had 
acquiesced in writing down assets 
such as equipment or machinery, as 
a going concern they hardly need to 
be reappraised to find value to be re- 
stored on the books. The interim 
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period between the last time the ac- 
counts were agreed upon and the 
date at which the accounts are to 
be made up as the basis for settle- 
ment should be especially scruti- 
nized. 

Even though in the agreement 
care has been taken to include the 
manner of dealing with every known 
or imagined contingency, circum- 
stances may arise which were unfor- 
seen or for which there was not suf- 
ficiently definite provision and so be 
the cause of dispute; and therefore 
a clause for arbitration of disagree- 
ments, with the manner of the se- 
lection of arbitrators specified, is a 
precautionary measure that should 
not be overlooked. 


The Income Tax Situation 

Inasmuch as partnerships are not 
taxed as entities under the Internal 
Revenue Code, but act merely as re- 
porters of income accruing to the 
individuals composing the partner- 
ship, that form of organization has, 
considering the high rates of taxes 
on income at the present time, a 
marked advantage over the ordinary 
corporate form in the avoidance of 
double federal taxation of income. 
This is well illustrated in the case 
of stock ownership in a corporation 
subject to an over-all tax rate of, 
say, 70%, from which the diyidend 
is subject to the taxpayer’s average 
rate of, say, 50%, leaving the owner 
of the stock with a net of $15 of each 
$100 earned by the corporation and 
paid out in dividends, as against $50 
of each $100 income _ received 
through partnership earnings. The 
net amount after taxes in the latter 
case is 3% times that in the former; 
or to put it another way, his net 
after taxes on $100 invested in the 
partnership is equal to that on $333 
invested in the corporation. In most 
cases there seems to be very little 
difference between the effect of state 
taxes on partnerships and corpora- 
tions, particularly when there is 
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taken into account the deductibility 
in the determination of income sub- 
ject to Federal tax. 

The Internal Revenue Code is 
brief in its definition (?) of corpora- 
tion which reads, “The term ‘corpo- 
ration’ includes associations, joint 
stock companies, and insurance com- 
panies.» The Code includes as a 
“partnership” a syndicate, group, 
pool, and joint venture which is not, 
within the meaning of the code title, 
a trust or estate or corporation. 
These “definitions” are so illuminat- 
ing! 

Limited partnerships, under what- 
ever designation, which have -char- 
actertistics of the corporate form 
which provide, among other fea- 
tures, for limiting the liability of all 
the members, permitted under stat- 
utes of certain states, have been 
held to be “associations” and more 
truly corporations than partnerships 
and have been taxed as such. There- 
fore, in the formation of a partner- 
ship in order to avoid double taxa- 
tion of income, the form, if it is to be 
other than a general partnership, 
must be very carefully considered 
as to statutory requirements and in 
the light of decisions in order that 
the purpose may not be defeated. 


Even in the formation of general 
partnerships, of which use is some- 
times made in the attempt to split 
an income into several parts taxable 
as separate incomes, the rule must 
be observed that a partner must con- 
tribute services or capital or both. 
In a family partnership a man may 
make his wife an equal partner by 
making a gift to her of one-half the 
partnership capital (paying the gift 
tax of course), and the Internal 
Revenue Bureau will recognize the 
arrangement as a bona fide partner- 
ship but will not recognize an equal 
division of the partnership income 
merely because of equality of capital 
unless there is also equality of serv- 
ice. The Bureau will reapportion 
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the profits to make what it considers 
to be an equitable distribution as to 
earnings of capital and services. An 
agreement merely to assign a por- 
tion of profits to another person, 
while it may be a valid legal agree- 
ment, would be considered by the 
Bureau as a gift of such profits when 
they have accrued, and the Bureau 
would tax the income to the person 
whose services or capital have 
earned them in the first place. There 
would be no avoidance of income 
tax by such an arrangement but also 
the assessment of a gift tax if the 
exemption had been used up. 


By the use by a partnership of a 
fiscal year other than the calendar 
vear there can be postponement of 
tax payment if the taxpayer is on a 
different annual tax basis. A part- 
ner who is individually on a calendar 
year basis and whose firm is on an- 
other fiscal year reports in 
any year only the income accruing 
to him through the partnership for 
its fiscal year ending within that 
calendar year. If, for example, the 
firm’s year ends on March 31, the 
partner does not report as his tax- 
able income earnings through the 


basis, 


partnership for the nine months 
from April 1, to the close of the 
calendar year as income of that 


calendar year but as income of the 
succeeding year in which the firm’s 
fiscal vear ends. In this connection 
it should be borne in mind that tax- 
able earnings from the partnership 
include partners’ salaries, commis- 
sions and interest on capital even 
though paid monthly or at other 
times within the firm’s fiscal year. 
If business should be equally spread 
throughout the year and tax rates 
remained constant from year to year 
there would be no tax saving but 
only tax payment postponement, 
but if a profitable pool or syndicate, 
rated by the Bureau as a partner- 
ship, were formed for a_ limited 
period there would be an advantage 
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in vears of declining tax rates in 
having a fiscal year ending subse- 
quent to the tax years of the part- 
ners. 


CLOSE CORPORATIONS 
The term “close corporation” is 
used by Montgomery in the Finan- 
cial Hand Book and his tax books, 
Sailiers in the Accountants Hand- 
book, and by Conyngton in Corpo- 
ration Procedure. For management 
corporations the designations of 
“open-end company” and “closed- 
end company” are used, but I have 
found no references to “closed cor- 
porations.” The subject deals with 
what was defined by the Committee 
on Terminology of the American 
Institute of Accountants as “Close 
Corporation,” the definition being 
given as follows: 
“A corporation the stock of which 
is held in few hands and not freely 
sold. The restraint on trade may 
be provided in the by-laws of the 
corporation, by definite contract 
between the stockholders or by a 
general understanding. In most 
close corporations the restraint is 
a ‘gentlemen’s agreement’.” 


Close, as an adjective may mean 
shut in or almost shut in, confined, 
—as, a “close” prisoner. A close 
corporation is one therefore that is 
closely held, the ownershp confined 
or almost confined within a small 
group of stockholders. 

The most usual type of close cor- 
poration is that formed by incorpo- 
rating a partnership or the incor- 
poration by a few persons of a small 
enterprise. But the corporate form 
has also frequently been adopted to 
hold the properties of an individual 
with the object of limiting liability, 
or of putting his affairs in such shape 
that interests therein might be easily 
transferred. Some real estate oper- 
ators incorporate each property sep- 
arately so that adverse results of 
one venture may not jeopardize the 
others. Close corporations may be 
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incorporated estates controlling large 
business enterprises, corporations for 
the promotion cf welfare or scientific 
research, and associations having the 
characteristics of corporations rather 
than partnerships, such as formed 
for development of properties, hold- 
ing gas and oil leases, and the like. 

A change in the form of a partner- 
ship to that of a corporation, gener- 
ally for the purpose of limiting the 
capital liability, usually results in a 
close corporation, the stock being 
held by the former partners and per- 
haps some shares by members of 
their families. So far as operation 
of the business is concerned, it is 
generally carried on as before even 
though the partners have been given 
titles pertaining to corporation of- 
ficers and its affairs are managed by 
a board of directors, perhaps in a 
very informal manner, which is pos- 
sible so long as the shareholders 
permit and no outsiders’ interests 
are hurt. 

Sometimes there is a tendency to 
make the officer’s compensation as 
high as profit will permit which, 
however, may be equivalent to or 
somewhat in line with the former 
division of partnership profits. If 
new stockholders have been added, 
such as employees who have been 
encouraged to invest, then, especially 
salaries to the officers should be re- 
lated to their earning value to avoid 
charges of misusing the power of 
the controlling stock. An employee 
who has put his money into stock 
of the corporation gets only what 
the persons in control are willing 
that he should have. In some cases 
he fares very well—in other cases 
not so well. The outcome to a 
minority stockholder in a close cor- 
oration depends both on the suc- 
cess of the business and the good- 
will of the controlling stockholders. 

At the time of incorporation I 
believe the attorney could, without 
being accused of self-serving, ad- 
vise the client that there are many 
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difficulties that will be encountered 
—reports that must be made, gov- 
ernment regulations that must be 
observed, contracts to be entered in- 
to, minutes that should be written up 
(perhaps guardedly as they may one 
day become subject to outside scrut- 
iny), and countless questions that 
will come up on which the officers 
should, currently, have proper advice. 

An advantage may accrue to the 
estate of a stockholder in a close 
corporation in the valuing and dis- 
posal of his share if there is an 
agreement between the sharehold- 
ers that, in the event of death or 
withdrawal of a stockholder, the 
remaining stockholders will buy the 
stock at a price determined by a 
definition of value or a formula. 
The value for estate purposes is 
fixed thereby and there is an outlet 
for disposal of the stock for which 
otherwise there might be no market. 

Where there is no such agreement 
between stockholders and lacking 
an open market for the stock, never- 
theless, for estate tax purposes, the 
stock must be valued. An offering 
of the stock to the corporation or its 
other stockholders may not bring 
a bid which the executors feel jus- 
tified in accepting. The few poten- 
tial buyers may be expecting a great 
bargain either at that or a later time. 
This provides the executors with 
the dilemma of either selling the 
stock for less than its value, or hav- 
ing it valued for tax purposes at 
probably higher than the bid price. 
In their valuation the taxing author- 
ties may very likely consider 8% as 
a normal rate to be earned on in- 
vested capital and capitalize any 
excess earnings at 15%, using the 
average of the earnings and the in- 
vested capital of the five preceding 
years for the calculation, and add 
the capitalized excess earnings as 
goodwill to the other net assets. 
When faced with a valuation as a 
basis for taxes or in a situation 
where sale is imperative or desirable, 


287 








The New York Certified Public Accountant 


a minority holder of stock in a close 
corporation may find himself in an 
uncomfortable situation. 

An agreement between themselves 
not to sell the stock to outsiders is 
binding on the parties to the agree- 
ment but not on another person »who 
purchases the stock from a holder 
violating the agreement. However, 
it would be an extraordinary situa- 
tion that would tempt an outsider 
to be an unwelcome investor in a 
close corporation, as he could ex- 
pect no other consideration than the 
other stockholders were willing to 
accord or which he could exact 
through the courts. 

Occasionally two persons (or two 
families) hold exactly 50% each of 
the voting stock. If the two per- 
sons are endowed with good sense, 
and one of the two is the acknowl- 
edged leader in ability and also a 
person of tact so that he can lead 
in business policies without seem- 
ing to put a slight on the other, 
such a close corporation can operate 
in harmony just as well as the same 
two persons in a partnership. When 
the stock is inherited by the fami- 
lies of the original owners, there 
may be trouble. If one family has 
a greater number on the board of 
directors it will be in control and 
can appoint the officers. The stock 
held by the other family will be 
practically useless in a stockhold- 
ers’ meeting. It cannot oust those 
in control of the board or elect any 
new directors. It can only block 
any change, which requires a ma- 
jority vote of stock, that the other 
side might wish to make. Even if 
an appeal were made to the courts 
to permit the half interest that is 
out of control to have an equal voice 
in management, it might be unsuc- 
cessful if with the board in office and 
their elected officers the affairs of 
the corporation are prospering. If 
the certificate of incorporation has 
a provision permitting cumulative 
voting, one side might steal a march 
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if the other were caught napping. 
One half the stock voted cumula- 
tively for, say, four directors of a 
board of seven could obtain control 
of the board if the other half of the 
stock were spread by voting for a 
full slate of seven. Where the stock 
is divided evenly between two fac- 
tions wishing control, the faction 
that is “out” may possibly be molli- 
fied—if peace is desired—by each 
side agreeing to put enough stock 
into a voting trust to control, pro- 
viding they can agree on the trustees. 

While in most states three incor- 
porators are required, it is perfectly 
practicable for one person to own 
the entire stock even though a few 
shares should be required to be 
placed in other names to qualify 
directors. An estate comprised of a 
corporation formed to hold all of a 
person’s investments, which may be 
in securities of large corporations or 
equities in corporations in whose 
management and operation the per- 
son is interested, is in convenient 
form for disposition under his will. 
If there are remaindermen as well as 
life tenants, the trustees under the 
will would normally become di- 
rectors of the corporation and per- 
haps officers and directors of any 
underlying controlled corporations. 
The testator may have provided there- 
by a simple vehicle for dividing his 
property but if the trustees have been 
empowered to continue the holdings of 
the testator’s corporation in subsidiary 
controlled companies and manage and 
operate them, he will have provided 
the trustees with many perplexities. 
Assume that the assets in such 
testator’s corporation “A” consist of 
securities in a number of publicly 
held corporations, there are few 
problems involved in the adminis- 
tration of the estate. But assume 
that it also holds a controlling in- 
terest in each of corporations “B”, 
“C? “D>” and “Ek”. “8? and “CC -éach 
holding, say, 75% of corporations 
“Bl” and “C1”, a constantly present 
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problem is how to deal equitably 
between life tenants and remainder- 


men. 


If an estate centers in one estate 
holding corporation, it may operate 
its accounts in estate fashion to 
show income account and gains or 
losses accruing to principal, even 
though that will be a departure from 
corporate accounting. In the corpo- 
rate accounts capital and surplus 
accounts may represent the princi- 
pal, and an “income undistributed” 
account the balance of income on an 
estate basis, and a profit and loss 
account be operated as an intermedi- 
ate account to be transferred on 
estate accounting principles partly 
to surplus for increases or decreases 
of principal and partly to “income 
undistributed” for income accruing 
to life tenants and available for 
dividends to the estate trustees for 
distribution to the beneficiaries. 


Where the estate holding corpo- 
ration controls ‘other corporations, 
which, perhaps, control still other 
corporations, the rights of benefici- 
aries may easily intervene between 
what a person would do if he were 
conducting his own affairs and what 
he must do as a trustee. He must 
not do what is best for the re- 
mainderman to the detriment of the 
life tenant or vice versa but must 
use his best judgment to deal equit- 
ably toward both. Where it is pos- 
sible to secure the consent of both 
remaindermen and life tenants to a 
proposed course it is well to do so. 
A controlled corporation may be in 
financial straits: shall other estate 
funds be advanced to try to save it? 
If an unsuccessful attempt is made 
to save it at the cost of further loss 
of estate principal, the trustees may 
be fortunate if they had secured the 
consent of the remainderman! Shall 
a controlled corporation disburse all 
its profits to the estate holding cor- 
poration so they may be paid out by 
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way of the estate trustees to the life 
tenants? I believe the directors of 
the underlying corporation must use 
their own judgment—even if they 
are the same persons as the trustees 
—-as to the course to be taken to safe- 
guard the investment, and whether 
in pursuit of that course profits of 
such underlying corporation should 
be retained in the business. Accounts 
receivable or inventories may have 
increased in the ordinary course of 
the business, and temporarily at 
least tied up some of the profits so 
they were not readily available for 
distribution. But, embarking on a 
program of expansion of plant out of 
profits would be fraught with the 
danger of a lawsuit unless the situa- 
tion had been discussed with the life 
tenants and, believing their income 
would be increased thereby, their 
assent to the plans is had. In my 
opinion, barring some unusual or 
unsound procedure in an underlying 
corporation, the life tenants cannot 
look to their income until it comes 
into the estate holding corporation. 
Then they can rightfully expect it, 
though there is still the corporate 
action of declaring dividends before 
it can actually come into their hands. 





An underlying corporation might 
use profits since the date of the 
testator’s death to make up a deficit 
or to increase the working capital 
which may have been deficient. A 
beneficiary owning a minority inter- 
est in the estate holding corporation, 
or a life tenant, might not be receiv- 
ing income earned by such an under- 
lying corporation because the direc- 
tors, who may also be remaindermen 
refrain from declaring dividends in 
order to promote their own interests. 
The directors would probably have 
to answer in court as to why divi- 
dends cannot be paid and to show 
good reasons why the corporation 
could not get along on the same 
financial set-up as before. The courts 
will look beyond a corporate struc- 
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ture in determining the rights of 
beneficiaries of an estate. 

It would seem natural in view of 
the difficulties put in the path of cor- 
porations in recent years, particu- 
larly in matters of taxation, if the 
trend to the corporate form were re- 
versed, especially as to enterprises 
carried on by a very small group or 
where owned by a single individual. 


Income Tax Situation 


Naturally this can only be touched 
on briefly and only with respect to 
certain features. 

The close corporation may be one 
subject to the same taxation as a 
publicly owned corporation, or it 
may be an exempt corporation, a 
personal holding company, a person- 
al service corporation, or an associa- 
tion taxed as a corporation. 

Exempt corporations require no 
further mention than the general 
comment that they comprise such 
corporate organizations as are not 
operated with the motive of making 
a money profit accruing to the mem- 
bers or stockholders. These have 
the advantage of the corporate form 
and escape the principal disadvan- 
tage, taxation of income. 

A personal holding company is 
defined in Section 501 of the Internal 
Revenue Code. I shall not repeat 
the definition, but broadly speaking 
it is a personal holding company if 
its gross income is not less than 
70%, and under certain conditions not 
less than 80%, derived from revenues 
as recited in Section 502—which I shall 
not quote—but which include divi- 
dends, interest, securities and com- 
modities gains, personal service con- 
tracts, rents, royalties, etc., subject 
to certain enumerated conditions; 
and if at any time during the last 
half of the taxable year 50% in value 
of the outstanding stock is owned 
directly or indirectly by or for not 
more than five individuals. Section 
503(a) and the regulations pertain- 
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ing thereto define constructive own- 
ership, that is, what is meant by 
owned “indirectly.” : 

A person is considered to own ine 
directly the stock, to the extent of 
his share of a corporation, partner- 
ship, estate or trust, and that of his 
relatives in what might be said to be 
the vertical and horizontal line, and 
also any stock on which he has an 
option, or a series of options on op- 
tions. A corporation may therefore 
have a considerable number of stock- 
holders and yet its stock be owned, 
according to the Code, by not more 
than five individuals. 

With respect to a close corpora- 
tion, care should be taken to ascer- 
tain whether it is a personal holding 
company, the test being (a) the 
source of income, in combination 
with (b) the number of stockholders 
computed according to the code 
definition of what constitutes own- 
ership. The tax on “undistributed 
subchapter A net income” is severe. 
75% on the first $2,000 and 85% on 
the excess. Incorporated estates 
may easily fall in this category, as 
also an individual who has incorpo- 
rated his security ‘holdings. Pools 
or syndicates obtaining revenue 
from rents or royalties which find 
their type of organization classified 
as an association, and therefore a 
corporation, may also fall in the 
category of a personal holding com- 
pany. Obviously a small group con- 
templating combining in a business 
venture should proceed with caution. 

A personal holding company will 
need to know shortly before the 
close of the taxable year what its 
income has been to that point, and 
what it probably will be for the year, 
in order that its dividend payments 
may not leave it with undistributed 
income taxable at such surtax rates. 
Prior to the Act of 1942, deficiency 
dividends could not be applied to 
any but the taxable year which had 
just ended. A corporation which had 
its income shifted by the Treasury 
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Department from one year to another 
could find itself subject to the surtax 
even though the combined dividends 
of the two years equaled the com- 
bined net income; or the disallow- 
ance of charges, for example salaries 
held to be excessive, might leave a 
balance of undistributed income sub- 
ject to the surtax. The possible 
injustice in the situation was recog- 
nized, and in the 1942 Act deficiency 
dividends were permitted within a 
60 day period after determination of 
the deficiency in tax. 

I am not trying to explain the tax 
on personal holding companies but 
to indicate the problem of such com- 
panies with respect to correctly and 
promptly determining income to 
avoid the very high surtax and the 
complications encountered if insuffi- 
cient dividends are distributed. 

In a close corporation, whether or 
not of the personal holding company 
variety, if substantially owned by 
one individual, the owner may un- 
wittingly create situations which 
leave him open to heavy taxes if he 
attempts to withdraw funds in other 
ways than as reasonable salary and 
as dividends or as a bona fide liqui- 
dation. Such a person drawing funds 
and entering them as an account 
receivable by the corporation from 
him will probably find himself taxed 
as having received dividends. Like- 
wise, if he sells some of his stock to 
the corporation and payment is made 
out of accumulated earnings either 
in cash or property, he will have a 
battle to defend the transaction as a 
partial liquidation subject. to the 
‘capital gains tax instead of as a 
dividend. 

A personal service corporation is 
one in which capital is not a mate- 
rial income producing factor and in 
which the income arises mainly from 
the activities of its stockholders en- 
gaged in the business who own at 
least 70% of the value of each class 
of stock. It is subject to the corpo- 
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ration income taxes but may elect to 
be exempt from excess profits taxes 
by having its stockholders include 
the balance of income for the year 
not paid out in dividends as though 
received by them. There are more 
kinds of net income under the Code 
than a cat has kittens. Here we have 
“Supplement S Net Income” and I 
refer you to Code Sections 391 to 396 
inclusive for the details. 


Many concerns claiming to be 
personal service corporations have 
been denied that classification by 
the Treasury Department. The part- 
nership form might at this time 
seem preferable, though in changing 
from a corporation already in exist- 
ence, the possible taxable gain upon 
liquidation should be taken into con- 
sideration. Moreover, a partnership 
continuing the business of a prede- 
cessor corporation may find itself 
classified as an association, taxable 
as a corporation, if the conduct of 
the affairs of the corporation con- 
tinued after the termination of its 
existence. 

The principal accounting problem 
of the personal service corporation 
electing to be exempt from the ex- 
cess profits tax, in this connection, is 
the keeping of its accumulated earn- 
ings so identified that the stockhold- 
ers may be advised what to include 
and what to exclude from his in- 
come. If such a corporation has been 
in existence for a number of years 
there will be earnings of some years 
the dividends of which will be tax- 
able as not having been included in 
income reported by the stockhold- 
ers, such as the years 1922 to 1939 
inclusive; and other years, such as 
1918 to 1921 inclusive, for which a 
segregation was made of taxed 
though undistributed earnings. 

As association of a few persons 
would be considered a close corpo- 
ration if the classification under the 
Internal Revenue Code is accepted, 
under which an association is taxed 
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as a corporation. Several types of 
trusts are held to be associations, 
and even the fact that the number 
of beneficiaries, in one case, was 
limited to two did not prevent a 
trust from being regarded as an as- 
sociation. The Regulation states 
that the term “association” is not 
used in the Internal Revenue Code 
in a narrow or technical sense. If, 
therefore, there is an association of 
persons with a purpose to engage 
in business or transactions for profit 
and it is in any respect organized or 
conducted on lines similar to a cor- 
poration it will probably be deemed 
to be one. Regulation 111, Sec. 29. 
3797-2 contains the statement “It in- 
cludes any organization, created for 
the transaction of designated affairs, 
or the attainment of some object, 
which, like a corporation, continues 
notwithstanding that its members 
or participants change, and the 
affairs of which, like corporate 
affairs, are conducted by a single 
individual, a committee, a board, or 
some other group, acting in a repre- 
sentative capacity.” There are many 
decisions which have held various 
trusts, syndicates, joint ventures, 
and limited partnerships to be asso- 
ciations. 

Code Section 102 which provides 
for a surtax in the nature of a pen- 


alty on improper accumulations of 
surplus is applicable to any corpora- 
tion formed or availed of for the 
purpose of preventing the imposi- 
tion of the surtax on its sharehold- 
ers. Close corporations, rather than 
large publicly owned companies, are 
vulnerable to the charge that they 
are improperly accumulating sur- 
plus unless they can prove that all 
the capital and surplus is used in the 
business. Substantial amounts in 
cash and securities are viewed with 
suspicion. It might be kept in mind, 
however, that a manufacturing com- 
pany with substantial reserves for 
depreciation accumultated out of 
revenue is entitled to keep a corre- 
sponding amount of liquid assets 
available for future replacement, 
and that there will be such liquid 
assets on hand representing the 
reserves unless they have been en- 
croached on by expending the funds 
in other ways than in the replace- 
ment of depreciated assets. 

This is not intended to be a dis- 
cussion of taxes or interpretations 
of the Internal Revenue Code but in 
discussing problems of corporations, 
accounting or legal or both, the 
question whether to be or not to be 
a partnership or a close corporation 
must take into some consideration 
this most serious of all problems. 
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Outline of Lecture on Eftect of SEC and 
‘Treasury Department Policies on Appli- 
cation of Accounting Principles 


By CARMAN G. BiouGu, C.P.A. 


(Changes in accounting practice and in the form and content of financial 


sta’ -:nents 


I, 


{ 


and periodic reports 


resulting 


from SEC and Treasury 


Department Regulations) 


Introduction: 

a) Breadth of title subject precludes 
all but brief discussion of the sub- 
ject as it relates to corporate ac- 
counting and ordinary commer- 
cial, industrial enterprises. 

b) Definition of terms 
(1) The “art” of 

(Accounting Research 
letin No. 9). 

(2) The nature of accounting 
principles (Accounting Re- 
search Bulletin No. 7). 

(3) The tests of corporate ac- 
counts (Accounting Research 
Bulletin No. 1). 


accounting 


Bul- 








CarMAN G. Bioucu, C.P.A., is 
the Director of Research of the 
American Institute of Account- 
ants. He holds an M.A. degree 
from the University of Wiscon- 
sin, where he also served on the 
faculty as a teacher of accounting 
and corporate finance. He has 
done graduate work at Columbia, 
Chicago, Wisconsin and Harvard 
Universities, and has been head 
of the Department of Accounting 
at the University of North Da- 
kota. Mr. Blough has served with 
the Wisconsin Tax Commission 
and also as Chief Accountant of 
the Securities and Exchange 
Commission. 








Il. Effect of 
(a) 


(b) 


SEC Policies 

Introduction 

(1) Purpose of SEC Acts—to 
provide an orderly and_in- 
formative procedure for the 
distribution and sale of cor- 
porate securities. 

(2) Procedures of regulation as 
related to accounting matters. 

(a) Rules and regulations 

(b) Withholding or with- 
drawing security regis- 
tration (Commission de- ~ 
cisions ) 

(c) Opinions of accounting 
staff of SEC (Account- 
ing Series Releases ) 

(d) Deficiency letters and 
informal conferences 

(3) Restricted scope of SEC reg- 
ulations on accounting—ac- 
counting prescriptions of SEC 
affect accounting of unregis- 
tered companies only to ex- 
tent that their conclusions and 
rules reflect the best and most 
useful practices. 

Effect Accounting Prin- 

ciples 

(1) Generally the rules, regula- 
tions, opinions, etc., of the 

Commission have added ad- 

ditional support to generally 

accepted accounting  prin- 
ciples 


upon 
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(a) Adequate presentation 
of financial data 

(b) Audits and disclosure 

(c) Distinction between capi- 
tal and surplus from an 
accounting rather than a 
legal standpoint empha- 
sized 

(d) Treasury stock as a re- 
duction from capital 
rather than an asset 

(e) Quasi-reorganizations 

({) Donated stock and pro- 
motional expenses 

(g) Footnotes 

In other areas rules, regula- 

tions, opinions, etc., are seem- 

ingly based on regulatory 

concepts and these may not 

be wholly consistent with 

other valid concepts of so- 

cially useful accounting 

principles 

(a) Write off of goodwill 
sulletin No. 24 vs. total 
write off suggestions 

(b) Premiums on preferred 
stock retired 

(c) Income taxes Bulletin 
No. 23 vs. reported SEC 
views 

(d) Form of income state- 
ment—possibility of ex- 
tension of these ideas 
into whole area of in- 
come reporting—signifi- 
cance of current year's 
earnings—significance of 
total earnings reported 
in a series of statements 


Treasury Department 


Introduction 
(1) Purpose of act to raise rev- 


enue; other possible uses. 

(a) Attack 
tions 

(b) Aid or retard 
businesses, etc. 


criminal opera- 


special 


(c) Advance social or eco- 


nomic theories 


(2) Procedures of regulation re- 
lating to accounting matters 
(a) Tax liability and crimi- 

nal liability 
(1) Courts 
(2) Tax courts 


(3) Additional assess- 

ments 
(b) Effect on Accounting Principles 
(1) Basic differences from ac- 


counting—income a statutory 
not an accounting concept 
(2) General effect 

(a) To emphasize need for 
adequate records 

(b) Speed acceptance of 
some recognized account- 
ing principles—deprecia- 


tion — unamortized dis- 
count on bonds refunded 
—etc. 


(3) Areas of difference 

(a) Conflict over inventory 
methods—basic stock— 
last in first out 

(b) Percentage depletion 

(c) Differences between cap- 
ital and income 

(d) Concept of “construc- 
tive receipt” 

(e)- Forgiveness of indebted- 





1€8s 

(f) Involuntary 
of inventories 

(g) Impounding of  insur- 
ance from destroyed 
property 

(h) Amortization of 
time facilities 

(i) Cash vs. accrual basis 

(j) Property acquired in a 
reorganization 

Other effects—high tax rates 

influence timing of corporate 

action and so may have effect 

upon income and surplus 


liquidation 


Wwar- 
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IV. Conclusion—the view of accoun- 
tant to regulations of SEC— 
Treasury Department, etc. 

(a) When policies are consistent with 
“tests” of corporate accounting, 
the effect is to improve general ac- 
counting practices even in areas 
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on pplication of Accounting Principles 


where there is no attempt to con- 
trol corporate activity. 





(c) From the view of accounting as 


an “art” there can and should not 
be any “code” of rules. Principles 
must be adapted to social and eco- 
nomic concepts of the times and 
accountants generally are of the 
opinion that they should never be 
“frozen’”’—especially from the 
standpoint of regulations. 
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(b) When policies are not consistent, 
regulations tend to become spe- 
cial purpose rules which mean 
that the corporation must main- 
tain records and procedures which 
will permit a variety of reports 
(1) Internal Revenue 
(2) SEC 
(3) Stockholders, etc. 
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C. P. A. Examinations given by the 
University of the State of New York 
May 16, 17, 18, 1945 


PRACTICAL ACCOUNTING—Part I 
Wednesday, May 16, 1945—1.30 to 6 p. m., only 


The Practical Accounting paper consists of part I and part II. 


State your examination number on each sheet. Do not sign your name. 
Consider carefully each requirement of each problem. Designate each solution by 


number. Consider technic and neatness as carefully as mathematics. 
Answer the questions as directed under each group. 
Group I 
Answer one question from this group (25 credits). Indicate selection by a check 
mark (\) placed at the left of the number on the question paper. 
1 Prepare, with due regard to form and placement of elements, the follow 
ing statements for the Magnus Company, cotton cloth manufacturers: 
a Balance sheet 
b Profit and loss statement 
c Statement of cost of manufacture and cost of sales 
MAGNUS COMPANY 
Trial Balance—December 31, 1944 
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C. P. A. Examinations given by the University of the State of New York 


Inventories in pounds were as follows: 12/31/43 12/31/44 
bday \PRGRMLION ayn 5 oe sia ba cere ewe rae eee 306,663 150,155 
Goods in process (S0% completed) ........s¢eecescs 101,752 104,287 
Pa ISHEG! MOVERANGIRE 5.5.0 )c'cccc'g wave es vid dia cca ee Gee 86,229 23,343 


Purchases of raw material during the year were 557,706 pounds. oe 
sales during the year were 214,214 pounds. Depreciation of fixed < 


amounts to $26,537.62. Inventories are valued on the basis of cost. 


Requirements: 
a Balance sheet 
b Profit and loss statement 
c Surplus statement 
SCANLON COMPANY 
Trial Balance — June 30, 1944 




















AOCOUKTS SOAVANIED 6:d:4c:0:0s.traisrew ern eerenieledloaine come. 1) UeereNeS $ 80,000 
MC COIINES: PECCLUR LE 5-4-5: «: a-ake's side 0l 6 sieieateecon @ucemrtulae S$ 660000  é##§§ siweseec 
ME CLued. PON WeOSt.< o..0 oad ra diiccueccbeeeseanee | Recmacemie 6,250 
OCEUSO TAREE = hfe tec 8 4d sia gies. aeeinoee Mo eee beedgen 0 TMieemameld 18,000 
Bear eh USP U ORGY orcs ar ato 5 kc alee icles stoic Sura ea eee a ZOU.  inaenaees 
MEAG, atic sasha dia 's-ai-¥ <iack aid ooo ERE ae ee GOOR0GR hasta 
Waital SIAC 4. coc kssjae cc cisiew cuitias. coametawaceseeens |. sommes 1,000,000 
CER RE eee ee er eee ere er ey 140625" «8 rwregrclentan 
Biscount on bonds. sold: 7/1/42 ...6:6 coc ccce ieedinn cece SOE (i(‘(‘ié* heen 
Discount on donated stock sold from treasury by 
Uptown Trust Company, tfust€Ges «00. cae. ecvenns SOG j=. “Scere 
Finished goods inventory 6/30/43.............. eee S1G000" = (“ws eee 
Bisst motteawe: 996 DONS: .<5s.xcc.eaucneeremiusesen “ Mesuaomeer 500,000 
RSBTIOU Sh COGIIS OSs ors sce x's< 05a Hv oR'eth ernie We CMR OG SS000. ii wees 
MR PREN gece ak cov Sera om Sef caas pala Ta noite Taraver a aaraiate Cree metas 265608  § | ‘Swauettas 
BSS, ois 2 iexchn: oer atn false rotoioue: KC eee uial Oe eae Ae eect eer 400-000 = = 3s _ SE asaeeee 
Machinery PORCINE oer d orsrc cis os a Neceoeue pecueeces SOON: = ««s- SR eawreas 
Materials. inventory O/S0/45:... .6.6cscisa cece cuneseacs 1) 11) ) nee Pore 
MUACCEICIG. PUEGHASES) sic. -< ub vet since wrerusslarsine sree avalecareuers GIO00G- = = * ss See 
SUNCTatONW CXDCNISES. (ios 6 obo case ada somememeseteses M3000 2=—si(‘(;stC 
PCO On Capital StOCk. <i.ccncsseedudens eee meneer | “became 100,000 
Prepaid i 6006 «. - ° ieee 
Reserv E Dad Gebts.. .c s. cdicsncesiamacaedamdadanrese  ' cantameeee 1,300 
PERSCENE CO 5G LEOGIRELORL fo vcys 6. t-scc00,snihis Re es SLA RA, 8 A) eer cataera 34.725 
Reserve for depreciation on machinery replacements... —........ 30,000 
Re r nking fund, bonds..... SONG avlte aces = W 8 nee 50.000 
Sales P BOOUS i iinte ce hone eee ae oearen Tea ieea en © , trae 1,830,000 
Sinkit ptown Trust Company, trustee...... SC00 i ti«é«é Saheb 
Surpl TEC USOC icc cee ee ieee teeta, leer 120,000 
a Uptown 7 t Company. trustee 40000 «= ect eres 
U BEEING “iis ass clilerarasretemeathesrameon oe rewmanrais 70,000 
$3,840,275 $3,840,275 


Supplementary Information 
i e d 


Inventories, June 30, 1944: 





Risnishe dn@Oads: \CCOSE Ds sed e-co 0.5 ccacd o-a:3. oa wee Tiree Mee ee $274,000 
eods te process. (G00t) a... <cecies cect eest eins peewineensaneseamneenees 210,000 
| NTE aera PRR RT een er Mert eee rm eel eG ee 104,000 


Bonds mature in 10 vears from July 1, 1942. 
and October. Bonds were sold at 90. 
Depreciation: buildings, 2% per annum; 
The reserve for 
as follows: 
Buildings 


Machinery i. eee sore tory 


O45 


Interest is payable 


April 


machinery, 714% per annum. 
depreciation included in the trial balance is analyzed 
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Reserve for bad debts is to be 1% of accounts receivable. 


Replacements are to be made from revenue. During the year just 
closed, one machine was removed and was replaced by a similar machine: 


Old machine (an original purchase) had a cost value of...... $12,000 

Old machine was sold for cash in the amount of.............. 3,000 
which was credited to machinery account 

PIGW. MARCHING WAS PUTCHASER TOT. «...< «onc nso 5.ns weed sce ade os 20,000 


The charge therefor was to operation expenses. 
The Uptown Trust Company, as trustee, reports the receipt 


of income cash during the year in the amount of.............. $ 2,500 
This amount was credited to the sinking fund reserve. 
The insurance was paid on July 1, 1942, for a 3-year period. 

Taxes were charged up each month to operation expenses 
Og Sree Pere re ere ee Tee Tey er ee rT oe $ 6,000 
The accrued taxes account was credited. 

54,000 


Taxes paid during the year amounted to...............0008- 
The tax year ends March 31. 

The treasury stock was donated and has all been sold. 

A dividend of 10% was declared as of June 30, 1944, payable July 15, 
1944. 


The Scanlon Company has been in existence two years. 


Group II 
Answer one question from this group (25 credits). Indicate selection by a check 
mark (V) placed at the left of the number on the question paper. 
3 Requirements: 

a Prepare the requisite statement that will display properly the 
actual and standard costs of production for the operating period 
of 30 days, as mentioned below. 

b Calculate the estimated loss by theft. 

The following production statement was prepared by the factory fore- 
man in collaboration with the cost accountant of the Austin Company at 
the close of a 30-day period of operation: 








Actual Standard Cost 
cost Rate Amount 

Units of product produced: 

SO AROE WROG,) sg aie sds ws wie oko eeraecds wistavenie os 6,000 6,000 
Wood and paint department: 

OE IES SE Sy Ret ee ere Pere $ 3,340 S55 $ 3,300 

MN rage ferehea cca etn ace ew Ses lew idee ihe reo aes 5,550 90 5,400 

SPRMORMROUNA fo 55<1ei o's Bie aive.0's omar ers vetstahic Behe 8,000 1.05 6,300 
Machine department: 

MERE Mi oc ok wii so aa Se scone ore Bish ereRSAIS' 32,000 5.45 32,700 

RUNNIN Orting sha o chee, chs ois Werle steers e putea 37,200 6.15 36,900 

Sa PMRSRADRE eI  ofos ford nabs Juccite lath Seals Fetare ee 12,000 1.90 11,400 
Assembly department: 

OUST A eS erent wer eee eA ree 9,050 1.50 9,000 

RENN oe avis ye 8 sca's wea, doc saan: BASS 3,400 50 3,000 
Inspection department: 

EINE nore hice see aia ce kw DEIe sia:seinte Bees 5,800 1.00 6,000 

DPR ci ite fake eicteg wise Saikiane e eteiata 6,500 1.00 6,000 
ES Se ee a eee eee eerie $122,840 $120,000 
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In relation to the standard costs, the following estimates may have to 
be taken into consideration: 

(1) The running of a double shift on any one day reduces the over- 

head by 20%. 

(2) Night-shift wages require an increase over regular wages of 20%. 

(3) Daily production is to be 200 units. 

An investigation undertaken as the result of rumors that matters were 
not exactly as they should be, uncovered that the production statement 
above was in error because of the following: 

(1) Production for a total period of five days was increased to 400 
units per day by running:-a night shift in addition to the day 
shift. 

(2) Sales of 1,000 units were made by the factory foreman at cut prices, 
the proceeds being appropriated by him and the cost accountant. 

(3) Employes were paid their night-shift wages out of the proceeds 
of the above sales. 

(4) Night-shift production was not recorded. 

(5) Materials used during the night shifts were not recorded. 

+ Prepare: 

a Balance sheet 
b Profit and loss statement 
HUDSON MANUFACTURING COMPANY 


Trial Balance — December 31, 1944 


Advances on consignments (90% of cost)............eeeeeeee gpetcdauts S: 2,989 
Allowatices: ons @etective COOdS... 6... ..cs6os tosses nein exes SS ASG |e cee 
PRaEL? (CLE TNRES CUUMIEEMEN OH sak 2.5) 2.5 ee de ele rerea ee Pa Ree Oa es P70 = eee 
Bonding of emploves—OMGG «6.66665 ie ooo niss dered cieesioy we tiers He 200Ct—“‘i‘“s 
ReMIEES: SRA UALNES ho creo sos sic was Ceo e mare saan ae om ne e ee Mean 20,000 
RANA IBA arora, orl n b Bigs win nbs Ore SS Oe ROS Bac oes yA) || Se ee 
seat SU GNC co: oce a ca fos Sie ose Sos 6 ESS WEED Soe el may, eee ee ax eee 100,000 
GCatiage and exptess-im On Purchases). ..4.<s:<.6)6 +. b5 ccs oe steses ES75 8 -“ascets 
CLE EN I iets PoE ay Meek Wes Ran Oe URE Rit ty eee Gere E50) - “Shenk 
Collection: and GheCnaAnROxe <5. cccécw deletes ose Shed cece neues 6G) A 
Commissions and salaries—salesmen.............2cccececees 73h) re 
ECan 7, aerator ois eee ea cieReash ofS Sas de ie yeaa eae WASGOR Cs eee 
MCR E RENAN overs 661 soho eG cece enw) Aw A Ow ae OLR aT A ae S50 (  Saee 
ROCESS AACS Schiavo oes, ck ores xa Ne, Gon —ti‘ée: hg 
UP ISCONIINE N= = OTE RAL) 4.0) 6.6. <-4- oi c-s rarest d. alee oS muses gr tere erele camera) areareee 2,250 
SCO S COA si: was Aree ha wisi beso leld re os En te nel aha tae as 2,015 3,150 
ONDINE TS oHADINEUG 2.55.7 7.5 ae cclethinies markt aces aa ema a eras ZOOM. |) seieatae 
Expenses: and commissions of Buyers. 2.26.5 vec ce es oc etwas ZS Ci‘ wh 
ACTOR CRDCHSES) o5.e cic once Srgteals he owls Aatins nares gewewertes | i) ner 
PGCHSH Gat) Oil e PEGA SOS oi 3/4: 6.5.0, 90 G4 oi coy rare 5, sy) erate tere he eltae ae EES © . ‘waumake 
REQ ISNETE OIE OEM SCULES so, 6:03 6-5ioe ao. cata Si duane eral aie are ean Oe ane nas SS Deere 
MARRERO C Er ADEN <a eos ores docks otederctwin aioe eee ys Cietaegha «Wire 2750 CAweunt 
Mistrance. on factory. (buildiigs, SE50).. . 2.0.6 ccee ned neers \ 7) ee 
MIROCESE (ORCS OE oe si coo hoe adctais eee acs Sak oa e eda aa ees Cp) re 
Inventory .of merchandise 12/30/40: 6.6.0.0:6 sce e cassia ves esieds PSO .. . Saba 
biventory of raw materials 12/50/43... cose ec ns cee aes ees 250 Aes 
INTE Os ras tar ce sh ccd REO SIGIE © STE GLE: IE Ro DP NLO I ia gE GEE 13) | | Snerestesne 
MaChiNeby: Ald MACHINE OOS 0.6 cet. 4 500 ond oae ke nuesmemes 2000F 8s «| a indate 
BRCEECHANUIGE| DULGHASES: 5... c1a:6'0's site din bie 5 4s © Rosle ae mR NS cae ZIQOUW lk ctarcws 
MPCLCUtGee: GATOS 6s «6 d/o ea schi-die s dies ealanne we hoeos seee mene | eraemarers 545,250 
BPRCS yO a2 5 aie: ss Sys 58 nue Galois Ss O hic asta oA ol rae eee a 50,000 
ROU ROOM IIE eed 3023215 sino 5 Gece deave ote eer eee yj: ne rc 
Once furniture-and Aixturess<.. 666 ccc cise cecgecneewaseswsaes 2E50. © _ weawas 
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PEGE DOU TON. aso os osc. css e cicie 4 wiewinie 2 ge sleswlsielsis eis Ritts gigs oe S000: agess 
EAR re en ee ee ee ee ee Te (| | nee 
Patterns (not used for process).....cccccccccecscncccvsceees DMMP). eeaer 
NG ek AL le Tard vel @ Siar ove aero WN ELC OA Je Wintwiala ore kb ONS (a wie Ria reKe. e's HOUG aaa 
eer AAA UPNE AE ROGUE 6 a oo do's a. gis olauein(13) eis snin wine's 4.0 SAio mda san 56 Bey cea 
Repairs to factory (buildings, $475)........ccceeeseeeeeeees Les | creer se cl 
Reserve for amortization of patentS........cccceccccccccece  coccee 3,750 ; 
anes Cc Raan ODER: cc.4.4,5's.5 5's 's'eesip. 6.016 e6-0'6-0'0 415 sche P6888) pace tes 6,500 D 
Reserve for depreciation of buildings.............eceeeeeeeee — ceeees 2,625 on 
Reserve for depreciation of machinery..............+0+4- Sit wagers sets 6,250 
Reserve for depreciation of office furniture.............-eee+  eeeees 1,250 
MEAN TA RE oe So gag ae) 4 apo oiaiajate a/Nre ocala 7e.& Viiohnieieelaretors ZO aces 
ee Ry Pe es re re eee Peer ee Ao | 
Biationery, Printing, POStaWe... . 0 2<i0eec.os sisise vee e vie siene sieeieis 2,929 ae or 
SNA Ae rest btava6.0 fein ain olvlase1slbe bi \eisiwia's oi sa/6- Ses pigeons waltinin. © “emreaners 19,510 
Taxes’ (personal property, S500). 0. 22.6 sss enc ceevsccteevees i Ge.,| | re 
MeeleOTAON HN TCIEDHONE «6 osicc es «66 slsiseiceiess osc ee esleneseciane OM sce 
OOM =—BHOO AN TANG < 0.5.5. <. 5.010 10)s'o 0inseis w0s:p:0n wie 040'9 0101518 e160 00) S000 arstegieng 
CUE Boog 405 5,5 wrhisins nS sisislalere’s cieprn sie nen ewes esieee:  Teeaiece 21,500 in 
Traveling expense—salesmen ..........ccccccccrcsscesscces G5ee © “-<ceeum 
$784,550 $784,550 fa 
Supplementary Data si 
Amortization is to be at the rate of 6%. th 
Consignments have all been sold. 
Commission on consignment is 5% on sales price of consignment (esti- x 
mated on 10% profit on salcs). 
Depreciation of buildings is to be at the rate of 2.75%. wl 


Depreciation of machinery and machine tools is to be at the rate of 10%. 
Depreciation of office furniture and fixtures is to be at the rate of 10%. ch 


Inventories, December 31, 1944: 


il Pe, feu e: Va Cc Whol clan Ne MP es Ree PE ar ARE ee ORR rarer. $30,000 act 
RN a i ah Shh E soncdncler Minch Ain wg AR ee WS 2,000 
ON a ee re ee er 15,000 me 
ORE Oe ee Te Pee Po ee rr ee 2,750 an 
One half of one per cent of net sales each year is charged to profit and 
loss and is credited to the reserve for bad debts. an 
The company treats its investment in land and:buildings as a separate _ 
investment for which it expects to receive 5%. 
Accruals and other possible adjustments are not to be considered. 
: le 
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C. P. A. Examinations given by the University of the State of New York 


i 


THEORY OF ACCOUNTS 
Thursday, May 17, 1945—9 a. m. to 12.30 p. m., only 


Read and consider carefully each question before answering. Write your answer 
clearly and concisely, being particular to express your own knowledge, for on that is 
based the rating. If you wish, you may cite or quote authors in support of your answers. 
Designate each answer by number and check (V) number on question paper, but do 
not rewrite the question as part of your answer. 


Do not sign your name to the paper. State your examination number. 


Answer the questions as directed under each group. Papers entitled to 75 

or more credits will be accepted. 
Group I 
Answer all questions in this group. 

1 State three methods of accounting for the profits on sales made on an 
installment plan. What reserves should you provide in each instance? 

2 Explain what is meant by fixed and by variable overhead cost for a manu- 
facturing corporation. Give three examples of each type. 

3 You have been engaged to install a complete accounting system for a 
manufacturing corporation of substantial size. Explain the essential features of 
the system you would recommend as applying to (a) cash, (b) pay rolls. 

4 What is meant by base stock or normal stock inventory? Illustrate by 
examples the situations that may arise. 

5 Name three accepted methods of computing depreciation. Explain briefly 
wherein they differ. 

Group II 
Answer five questions from this group. Indicate the questions answered by a 
check mark (V) placed at the left of number on question paper. 

6 What are the distinctions between a profit and loss account and a surplus 
account? Give three examples of each classification. 

7 Explain and compare the following terms: (a) replacements, (b) better- 
ments, (C) renewals, (d) additions, (e) retirements. Which are capital charges 
and which expense charges ? 

8 Combinations of corporations may be effected by consolidation, merger 
and holding company. Differentiate the accounting treatment of these three 
methods of effecting combinations. 

9 A company has insurd the life of its president for its own benefit and 
includes the amount of premiums paid as an asset in the balance sheet. Discuss 
the propriety of this treatment. 

10 Explain the meaning in accounting of (a) cash basis, (b) accrual basis. 
Are those terms exact expressions or are they relative? 

11 Is there any objection, practical or theoretical, to the practice of deduct- 
ing cash disounts from invoices before taking them into the accounts? Give 
reasons for your answer. 

12 When the Government renegotiates a contract with a corporation mak- 
ing*sales to the public as well as to the Government, how are the proceeds of the 
following types of sales treated ? 

a Sale to a department store 

b Sale to War Department 

c Sale to an individual 

d Sale to British Purchasing Commission 
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e Sale for lend lease 
f ‘War End’ sale 
g Sale to another corporation to be used by the second in the manufacture 
of some article for the Navy Department 
h Sale to Maritime Commission 
t Sale to a partnership manufacturing articles for both the Government and 
individuals 
¢ j Sale to Reconstruction Finance Corporation 


PRACTICAL ACCOUNTING—Part II 
Thursday, May 17, 1945—1.30 to 6 p. m., only 


State your examination number on each sheet. Do not sign your name. 
Consider carefully each requirement of each problem. Designate each solution by 
number. Consider technic and neatness as carefully as mathematics. 


Answer the questions as directed under each group. 


Group III 

Answer one question from this group (30 credits). Indicate selection by a check 
mark (V) placed at the left of the number on the question paper. 

5 Required: Computation of the inventory values, adjusting journal 
entries, work sheet, balance sheet and profit and loss statement. 

The Frontier Lumber Company began business on January 1, 1944, with a 
capital of $1,500,000 representing cash received for 10,000 shares of preferred 
capital stock of $100 par and 100,000 shares of no-par-value common stock. 

The timber tract and the necessary land, buildings and equipment were pur- 
chased. The tract is estimated to contain 400,000,000 board feet available for 
cutting. No depletion costs have been computed for the year 1944. Deprecia- 
tion charges made by the company appear to be adequate. 


An analysis of the Sales of Lumber account shows as follows: 














Thousand 
board ft 
Amount 
Ceemnem Ri tie, S20 ay AL eae $35 10,000 $350,000 
POOR se Crocs Os cuyourt eats seta 30 4,000 120,000 
CEN CE ne ee ee 20 4,000 80,000 
NE gory ven, dregs -<-0nleieiavoure 15 2,000 30,000 
20,000 $580,000 
The production records of the company are as follows: 
Thousand 
board ft 
RE APNLOD OU o> ois nix clawed Sa aioas Bede bpd ose bes eainesen er 24,000 
eer TTR DNNENRELS <A. Ara zie os 0iu: # ols in lale pate Six Bale wind e @1des SINR eeletns 100 
Inventory of finished lumber: 
RINE OR iano oa -skcewws Sale ose ane ous 2,000 
CSS) OA ere ae ei er ree 500 
ORR NG nas Ca aie MA See Lis amie a eiais 400 
CEE RMIDY osc aslas coca See owe aiowe as 900 3,800 


The corporation used 100,000 board feet of its Grade C lumber for the erec- 
tion of a storehouse and made no entry therefor. You may disregard the depre- 
ciation on the storehouse for the current year. 
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The trial balance as at December 31, 1944, follows: 


Cash in bans ate On HANG: 6 6.660iece ss coeds carsounwrees 
Accounts receivable—customers ............ccccccececces 
Resetvé fOr Ireig@nt AUOWANCES. ©... occ-066 os cacesab none ens 
Reserve for GOnnei) acCCOUMIS. 0.5.6 Gok ie cee ces cceen 
Sravidlings tinpeie— btael~ Doc osc cvoisicsc sd vnencdeeucenecas 
Material aitd StOPES: IN VENTOLY «4.5.65 Fo aks scrote eae Cewensies 
MLE oc cu aatele Sere Aa CaeIOE UA ECR ER OS ea ee Sao 
Tt ettiiOS. cate BURR OCIEOS > 6 6s 5 06 50700456 ao oe Olea oo ook es 
PAACHINELY ANG CQGUIDIMONE .<.0.0.5: 6-0 cen cccece aban dienes esi 
EVAUSPORGATION: COUIMINENE: coos ik ccs. cok ewe canvowscieeeees 
PORREVO TOT COMCOCIINIOM 528655 ds cio nce ae toc as Selene eile ere 
Prepaid INstirancée and {AXES «6.6 65.0 eee ecvenesdeweve 
LOSS TOC TES) a era ge empl ne ke ey eran mee eee 
eR M Re WOR oo a ayia ocak A EAB ee Oe SE 
Rae RIPO ED CUOMO ar 9 og 6 49 ci 9 Gc5s0: So toc has-acd ign eo mete Ride ale RA 
Males OF IEMMDEY 0265 «6 ss Son ee enor ey 

RAR MIIE ODETALING COSES. 6.6.6 bs.cis oo 0s boo ti adweieereneeees 
BRAND SODECAUIIS COSTS. o 0:54:64 0's. bos vleven.dlsclwnnn ee haan 
MrTNL CHIMUR EIEN COC B Ss oso: 5 as, oerkE 4a sh occte sce eOn he Bee nce 
BETES ERs ORC MISEG 550s csseric \o:aisiace deacsl ie Geld aes eRe 
PR@ENI , # CMPOTISE NS oe 5.'c:.3550- 0 rote cic ecarele hoe Surare aueisie Mee OIA 
Meneral and administrative: COStS: <..:0c6.<60c10s seas ccs sews 


$ 45,900 
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FIGS0 "Fee aawe 
arotaere ate $ 4,300 
PESO 3,500 
12000004 ne ences 

yf) eres. 
LA) ,) seer 
QF00G  ienaces 
CU) ee cece 

FLOUR, Sea 

Keoneeas 28,710 

CX) || ree mee 
eetache oe 16,400 
pr apeeratsere 4,650 
wate arenre 1,500,000 
ete: 580,000 
126.000 neuen 
96000 * lL ikwdiews 
ISTE ZUG sis etter 

SUNS eae 

ASSO 9 seneuente 

y+, |) er cee 

$2,137,560 $2,137,560 








6 You have been engaged by The Appliance Manufacturing Corporation 


to prepare its financial statements for the year 1944. 


The corporation manufactures an electric appliance that sells for $25 per 
unit. The transfers from factory to home office have been billed at an estimated 


cost of $22 per unit. 


Trial Balance as at December 31, 1944 


REAIE 5 sravelete’evarapassvervs eia:sa aaa ere 0 i eitialerere erate elehelal hatnale een: Wuke 
INECOURTS: LOCEINAIME. 6:5 sveesais > & bb dias aieers dee tienee meeee eee 
Inventory finished goods Jan. 1, 1944 (1,500 units)........ 
PINISHE? GOOES ANSlELled « ..6.500.5.0-s ccs wasnt oc seasieoercnt 
ECHTITION INAGHEEADIG® <.5-5.0 6 coe 6.5500 ced ancy s arlesinnmawenerest 
MNMMOTUNSS arcsec ee ake are versiclete init oa Saeanicn cee Hee ee Senha ae eae es 
MR ge re 0e) ordi os rotoia io gs erota alain ema tans eee e CaP aoear ere ne erates 
MURR TRE Sey Sr EI reas ciated 9 oid was Ogee ar re ae a 
MAINES ERVEREN oc, oh see oiior'e) 4 6 5: ska 0.40 Tat Oe Wide ae ool ene eae eels 
BACHOEY 1CUSE NEGROES 62 y50.<2%,c cas ieled « oeiccio deen mecee canes 
GING AOMNOHSES: 6 cide ¢ scis« tc ee amicre See a Rates eee es 
General administrative expenses..............0 cece eee eee 
MIR GIVUIAL Se CV SEO ES sie. ic cdc ceases a so eiara eae an alee Retna 
MNCG MGC GR FIRE O & 5 ct5. a0 'a5. Sale «kits sv is ig arare sR Ne U 
Rea sa CRETE EN Naat cence cos /5 ae 4s Dishes ms Shere es tual ao) ae desi an eran 
MOSEL VES fOr GEDLECINION <5. oa 6. ciacese es cncnss cacleasns 
CPCS BCA OAS Ae Sn Ter ee aioe merida re Wier cae 
RE CIMMORIE NOCD aks cys sa Neder ama re ae ee 
REMPER COUUMMUETEENEG)! oi 2ecs\e\5/0.5 ieia'e one dard sae whee eran eee es 
BHAPOUTILS. Olr DUECHASES),.s sinc ccic.n sce g. een eves oh enme enone 
PROC OSEGTECEIVERS G50 5.55. d ok cieunigawiginae ou alae acearettanee 


1945 


$ 35,500 
45,000 
61,250 





$1,417,850 


$1,417,850 
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Factory Cost Ledger 


Inventory raw materials, Jan. 1, 1944..........ccesseccees S CaO? waseecs 
Inventory goods in process, Jan. 1, 1944...........0..000. FAS 5 | OR ee 
SEAMED EPTEAIB  TITCUABEG «6.5.0, ci0. 010510569 0)0.0:46°0 so inia sleitioreis-sceree y 71) | | | 
SEAN REDS ATION 55 ca eo ais a'o: p's alin ele'an eo aeiels alesis oetbies ob aa yo re 
ea MMIRMRAD OC ERDOE 5. 5.015 b)e-v.cve'sie eles 9 oie 4.54 '0t0' sa wisin'aie 4 aiavels SO0Ue 8 wheweee 
(FT BSS OS orege IFA SS i SAIS Se aR ae Oe Pa EE ARE a O250°- = wesinenes 
MRR Pia ie sais ig Gioia cia ohh ois 69's bade DRO MS amie eters ees P3000. sreleageus 
Re rt NN IO ad o's Sais w Sola’ $056.0 aS slow Sess ooo ia, | eR 
NEI aie ang a ba opr ats ige yas s hrs ioe ou Wcorse's S wio ie lal RY inl alo bios t. HEM teaclae 
Other manufacturing supplies and expenses..............+ BEG °° we ccieen 
RRO COIS IT ARSTOLTOCH 5.50.4 cscs ccciiesccoesicesseesees  siesientee $ 693,000 
ee ROME ININDE, cc sco sh boa sclee sees ete cseasesces ce | Miecueeers 2,000 

$ 695,000 $ 695,000 








Additional Data 
Depreciation for the year 1944 not entered in accounts: 


eS Secor aos platessa tale ew ee ete ISG 2% 
BANARAS 3.4 oi5;0 ois as each ea Seite ae nictooia ak 5% 


The patents are stated at cost and were acquired on January 1, 1939, and 
are considered to have an economic life of 10 years from the date of their acquisi- 
tion, 

The marketable securities, if sold, would realize $13,500. 


Estimated loss on accounts receivable 1% of 1% of annual sales Accruals: 
BRA RTEREOS ASTRO R IIE QL 354 2605 Sao 1s he S104 wed 0-0. ae bane 0 nea bine bce Osten N 4 WARS Ole eles $ 500 
OIA EEC TANIS GRRE og c6 sire a ans nar le 6 5 alae wine Ri oia Feel else Nieto Wena acs alata orate 750 
aR EA OUD HES ORO & sis:655c, seis eo sicie sie sie SS winless ei oig-9:6 6 Ais ele wee ete ataatens 5,000 
AMM NNO acre 255K hG) 5 k's rss TR19S) hogtiot a ok w7S6r dain WhO wc alaie lm sre ia iereies ornare slate ate 600 
ER RMON cd rs ot aia cha aa Gta io nial a fa: o) wie eae SIG Te acetecan ofuisto gs Sceistere atereistatenaiarts 200 
Net NMEA soo eva acta ¢ og gcc snc pi cis ole ain wre nate alavale sbraiwlia Wis Vara avatata ochaaial eta 700 


Inventories, December 31, 1944: 


Se arm ao ec0t, cia crag ave ho ave iat fove tates siato ao a mioeVeleialere sarin nies hoe emcee $30,000 
Goods in process: = 
MINI Co ety 55 sah ss cia es slat a haaien ee wine P eater e ealalevleraim acer’ S2Z5:000 cess 
OES ee eee enn Pees een Pome er ne were re oe ZOOO0 § avncs 
SMR INIIEEIEY cae Scie 5 ens ahd ia giSiela Tata eh (a) d)nsar4-8! Siesayoia Hamil awe sICaGTOl Cael 15,000 60,000 


Finished goods 3000 units 


Group IV 


Answer one question from this group (20 credits). Indicate selection by a check 
mark (V) placed at the left of the number on the question paper. 


7 Required: Statement of assets and liabilities and statement of income 
and profit and loss for the year 1944, 


The Professional Associates, Inc. has entered into a contract with the 
Federal Government to render a special type of professional service without 
profit. The contract specifies that the Government will pay only direct costs and 
that part of the overhead which is incidental to the services furnished. The 
work started in 1944 and will not be completed until the latter part of 1945, but 
bills are rendered monthly covering all direct costs plus 40% of the salary costs 
for overhead. Final settlement is to be made upon audit by the Government 
when the work is completed. 
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C, P. A. Examinations given by the University of the State of New York 


A trial balance of the accounts as at December 31,: 1944 is as follows: 








| | ORO TT PCR ea ore ee S 5006 9 See 
MECOURIS: TECHRVA DIO... ¢ <:6ach:0.s:cice sins eats oan aleameise suiecweues K | re 
Accounts receivable—Government ...........ccccccccecesces ISO ee wa 
MagiHEG ANG MUUNOSc 6: .ccisccncsscuall eemedeoeeeemetaants SOG chen 
EOD Bin CHDOTEES 5.0.0. « «isc: s%s 5:0 < 0:88" sip Sie Sun rales Se aie atermaekare iets FO00 8 86, Saceuas 
Accounts payable ........ PPE ARC eee OE a mt oie $ 15,000 
mocvued Expenses taxes: 6tC) cs... neveiencceanacnsamedences  eeeags 4,000 
MGGEr Ve 100 BAG: CODUSs < oi6icrii5.xe Weds dais caveceesue pce seceeee  seettals 1,500 
meserve 166 GeprecinuiON<... cs «ccc aks. escusociemesasdweninte | smamues 2,000 
eee TOE GEMM 5.6.65 aver aig 2s S08 piace OS AIST Die COE Se IR LO a COE 20,000 
BREA EA EIEG a 5 avatar d dics 0/ 0/oley Gi ao sks. ss NEIDIO © Bis's MEM a AG ate ROO meas 10,000 
MGEUOIIICS—CORTIAE « ok.s cee fare xed cee OL UO Ne eee ede 0 tees 160,000 
meventies——Government CONnitact: .....0666c<ticelocceuuteaccl Uianaene 43,000 
RE mm ROUEN ois cc ecevg Sa bic new Gd x hee ONS StS Giga ESS oe) || renee 
Salaries —Government. CONITACE <6. ec esac se duwenecetoes AG tit*ét ww 
CIRSICIE: (COSIS=—-FOOUIAE, << cis. 456 oo tisnebcs esas oe were eaneeele galas IGQGG - i eee 
Outside costs—Government contract ..........ececeeeee ees 4006 wawawet 
SUIS PER sR ERE os urs RGA og Shei '0 hue SELB TESK oveT a HAN NER OS S000 0 wea 
Sippnes—Government Conttact <....65.0 06400 sesass canescens eee, © “acre 
PROG aE OU ia arg 5 aac er Crea ccd ccs. aati del es ta 6S PEE Eee TET 20000) wus 
ravel—-GOVENMINENt COMEACE ..c5065 Kee aed. cre ee telein wees eae SOUR iceias 
POULIN E! CXDONSER oo 65.5 oi o5: oe ashy cs a Abe ORaIE eg ie ere |) | irre 
General and administrative expenses. .:.......600cececcecee 2500 cee 
POL ORE DAL oi. 5 57: avsi ark & are, doe ein) 6.3 6 eds 0s Seasseinre Dei sree ele wee F200 00 wens 
Donations—American Red Cross oc. ccccscecceecsescccscuees A) | ree 
BLOC ISIC FOP PAG OES 6: 6.isice ocievdislsiniereca ere were oda arare eos [Po | arse se 

$255,500 $255,500 


The general and administrative expenses are as follows: 
Salaries of administrative officer, secretary, account clerks and telephone operators. $14,500 


merepnone and telegtaplt.. as <<.s6.00s:c.<'s y-0i nleoy cereerd aula a wwe wie dealers 3,300 
PLAVIONEEY ANG ONICE SUDENES .065< cece se cassie tee ecle tee towe dlenmseveceaes 2,200 
MMANEL TE FEES: “a 56 6Lodsusi a 4:05: 4%. 66 5. Siarw nv os OIE © Sahay Coae, ol ol b aavaread Meat norer ona aT oem eaters 1,000 
etade GUGS, ANG GUDEEHIDHONG: « c.csaun oc os cclewieus ve oe odlecmne ay on aaa nas 1,000 
Research ane Experimental EXpPerSeS:< io. cals ots canes & iainncenisce aaprem anes: Sas 1,000 

$23,000 


8 Prepare a schedule of selling price lines from the following data: 

The Infants Wear Co. purchases piece goods in New York and ships them 
to contractors in Puerto Rico for manufacture into underwear for infants. The 
markers are made here and sent with the goods. Final pressing and examining 
are also done here but the other operations are performed in Puerto Rico. 

THE OPA regulations limit the selling prices to a maximum of 162% of 
direct cost for sales made on terms of 8/10 E. O. M. and provide that this per- 
centage must be adjusted correspondingly for sales made on any other terms. 
The Infants Wear Co. sells at 3/10 E. O. M. 

The regulations further provide that direct cost includes only the cost of 
material, trimmings and direct labor, whether employed in the manufacturer’s 
plant or in that of an outside contractor. For those having work done in Puerto 
Rico, it is provided that two thirds of the contractor’s charges may be taken as 
direct labor and that 40% of the transportation and insurance costs may also be 
included in direct cost. 

The manufacturer's pricing chart filed by the Infants Wear Co. shows that 
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they are entitled to the maximum price-cost ratio and their records disclose the 


following costs per dozen: 
Materialand Puerto Rico Freightand NewYork 


Category Style trimming contractor insurance labor Total 
25 45/1 $5.96 $4.00 $.25 $.75 $10.9¢ 
45/2 4.92 4.70 20 oT he 10.62 

26 1002 3.96 3.39 25 70 8.30 
1003 2.40 3.50 eo 70 6.85 

101 595 1.04 2.20 20) 50 3.94 
596 122 2.89 2() 60 4.9] 


COMMERCIAL LAW 


Friday, May 18, 1945—9 a. m. to 12.30 p. m., only 


READ THESE INSTRUCTIONS BEFORE WRITING YOUR ANSWERS. 


State your examination number on each sheet. Do not sign your name. Designate 
each answer by its number, in margin at left of ruling. Do not rewrite the question 
either wholly or partly in your answer. Consider each part of each question before you 
write your answer. Write legibly. State answers clearly, completely and concisely. 
File sheets of your answers in the serial order of the questions. - 


Answer the questions as directed under each group. Papers entitled to 75 
or more credits will be accepted. 


Group I 
Answer all questions in this group. 


1 a Fox, for value, gives a promissory note to Amos and Bell, partners, 
who indorse the note to Cody before maturity. Fox fails to pay the 
note at maturity and Cody, the holder, gives notice of dishonor to 
Amos only. The firm of Amos and Bell had been dissolved by 
mutual consent before maturity of the note, which fact the holder, 
Cody, knew and Amos had become financially irresponsible. The 
holder, Cody, seeks to recover from Bell, who disclaims liability for 
want of legal notice. Can Cody recover from Bell? Why? 


b (1) What is a restrictive indorsement of a negotiable instrument ? 
(2) Is there more than one class or type of restrictive indorsement? 
If so, what are they ? 
- (3) Does restrictive indorsement destroy the negotiability of the 
instrument ? 
(4) Give a common example of restrictive indorsement. 
(5) What are the rights of an indorsee who receives a negotiable 
instrument with a restrictive indorsement ? 


2 a What are the general provisions of the Statute of Frauds as to a sale of 

personal property ? 

b When is a written memorandum necessary to take a sales contract out 
of the Statute of Frauds? 

c What are the essential elements of such a memorandum? 

d Must the memorandum be in (1) a special form or (2) a single writing? 

e Aiken sold by sample 1000 bushels of wheat to Bowen and 1000 bushels 
to Clark, to be delivered at Aiken’s warehouse. Bowen paid for his 
purchase, Clark did not. Aiken measured out the wheat, which con- 
formed to the sample, put it into bags for delivery and awaited 
Bowen’s and Clark’s orders. Thereafter the warehouse and its con- 
tents, including the wheat in both parcels, were destroyed by fire 
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through no fault of either party. There was no insurance on the 
property and contents. 

Aiken sues Clark for the price of the wheat sold him. 

Bowen sues Aiken for the value of the wheat purchased by him. 

What are the rights and liabilities of Aiken, Bowen and Clark, respec- 
tively? Explain fully. 

3 a What sources may provide authority for cumulative voting of stock- 

holders of business corporations ? 

b What is the purpose of cumulative voting and how does it operate? 

c On the supposition that three directors are to be elected by two stock- 
holders, of whom one, Abel, owns 70 shares and the other, Bach, 
owns 30 shares, illustrate how they could vote to get the best repre- 
sentation on the board of directors by (1) ordinary voting, (2) 
cumulative voting. 

d May a director have another person attend directors’ meetings and vote 
for him on his proxy? Explain. 

e A corporation owns some of its own stock, which it carries in the name 
of the treasurer as trustee. May the treasurer vote the stock at an 
annual meeting of stockholders to elect directors ? 


4 a Aaron appointed Barrow, who was 17 years of age, his agent to buy 
certain goods. Barrow bought the goods but Aaron refused to take 
them, claiming that the contract was not good because of Barrow’s 
infancy. Can Aaron be held on the contract Barrow made? 

b Anderson owned land. He gave Barclay power under seal to sell and 
convey the land. Barclay sold it. In the body of the deed which he 
delivered, the grantor was named as “Barclay, agent of Anderson.” 
The deed was subscribed “Barclay, agent of Anderson.” In juris- 
dictions where land may be conveyed by an agent, did the deed pass 
legal title? What are the reasons ? 

c Carr Co. gave credit to Allison, who was really the agent of Brown. 
The agency was unknown at the time but it was discovered by Carr 
Co. after Brown failed. Could Allison, the agent, be held? Explain. 


5 In federal gift-tax law, in effect in 1944, 

a What is meant by the gift-tax exclusion? Who may avail himself of it 
and to what extent and how often? Are there any time limits? If 
so, what? 

b What is meant by gift-tax specific exemption? Who may avail him- 
self of it and to what extent and how often? Are there any time 
limits? If so, what? 

c What is the basis used in computing a gift tax? Who pays the tax? 

d What is the donee’s basis for determining gain or loss on the sale of 
property acquired by gift? 


Group II 
Answer five questions from this group. Indicate the questions answered by a 
check mark (V) placed at the left of number on question paper. 

6 a What three elements must be present in order to give rise to bailment ? 
b A warehouseman issued a uniform warehouse receipt, stating that the 
goods were to be delivered to John Jones or order or bearer, but 
added a provision that the receipt was nonnegotiable. Why? Was 

the receipt negotiable or nonnegotiable? 


we 
S 
N 


1945 








308 


The New York Crrtified Public Accountant 


c Smith, a customer of a bank, left with the bank for safekeeping three 
negotiable bonds, the bank agreeing that it would keep them in its 
vault without charge. The bonds were placed in the vault, duly 
locked, but were later stclen by bank roberry. Smith sued the bank. 
Is the bank liable? Give reasons for your answer. 


d Andrews stored goods in Burt’s warehouse at the agreed price of $100 
a month for storage charges. The goods were seized by a sheriff 
under an order by a court as the result of a judgment against 
Andrews. Burt immediately gave Andrews notice of the seizure, 
whereupon Andrews entered suit against Burt. Is Burt liable? 
Give reasons. 


N 


a What are four essential elements in the creation of a valid express trust 
of personal property ? 
b For a trust having real and personal property in several states, what 
law governs the validity of the purpose of 
(1) A trust or real property? 
(2) A testimentary trust of personal property ? 


* What disbursements should a trustee make (1) from income, (2) from 
principal, (3) to beneficiaries? Are there any exceptions as to (1), 
(2) or (3)? 

d The trustee of an estate deposits $10,000 of the trust funds, together 

with $10,000 of his own money, in his personal bank checking 

account. The bank fails. No fraud is charged against the trustee. 

Nothing is realized from the bank on liquidation. Who sustains the 

loss? Is the trustee liable to the estate? 


x 


8 a Altman, Bowers and Cohen were partners in a firm selling merchandise. 
Cohen, personally, was adjudicated a bankrupt. What effect, if any, 
had this adjudication on the partnership? 

b Ajax leased a farm to Billups and agreed to furnish Billups everything 
necessary to stock the farm. Billups agreed to cultivate the farm and 
furnish all the labor for one year, at the end of which Ajax and 
Billups were to divide the crop. Billups hired Cranstoun to aid him 
in carrying out the work at the farm. Cranstoun was not paid by 
Billups. Cranstoun sues Ajax for the value of his services, claiming 
Ajax and Billups were partners. Can he recover? Why? 

c On the death of a partner, what are the rights of the personal repre- 
sentative of a deceased partner in the affairs of the partnership? 

d The copartnership articles of Alden and Bruer stipulated that Alden 
should furnish all the capital and that Bruer should manage the busi- 
ness but without any liability for firm debts. Connors, knowing of 
these provisions, sold goods on credit to the firm. 

(1) Who is liable, Alden, Bruer, or both Alden and Bruer ? 
(2) What would your answer be if the copartnership articles further 
stipulated that Bruer was a limited partner? 


9 a Name and explain five essential elements of a valid contract, the 
absence of any one of which would render it void. 
b (1) Ifan offer in contract is made by mail, when is the offer completed? 
(2) If an acceptance in contract is made by mail, when is the accept- 
ance completed ? 
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(3) May either an offer or an acceptance be withdrawn? When? 

A written agreement for the sale of land was drawn by the proposed 
purchaser and sent to the landowner, who did not sign it but returned 
it with a letter signed by him, stating, “The inclosed agreement, of 
this date, is satisfactory. I will sell you the land described in it on the 
terms which are stated in it.’”’ The owner afterwards refuses to sell 
the land. Is this an enforceable contract? Explain your answer. 


What is a lease of real property and how is it created? 

Name and describe five principal provisions of a lease that are of im- 
portance to an accountant. 

Is an assignee or a sublessee of a lease bound by ‘the terms and cove- 
nants of the original lease? 

As applied to real property, define license and easement and distin- 
guish between them. 


In a surety contract for future obligations of the principal, what are the 
rights of a creditor, on the death of the surety, 


(1) As to the estate of the surety? 

(2) As to obligations incurred by the principal before and after notice 

to the creditor of the surety’s death? 
Albert is surety for the partnership firm of Bixby and Cort on a bond 
to the extent of their purchases. Without Albert’s knowledge, an- 
other partner, Dixon, was taken into the firm. Subsequently, Albert 
was sued on the bond with respect to a purchase made by the firm 
after Dixon had entered it. Is Albert liable? Why? 
Alec, an infant, enters Burton’s employ, furnishing Burton his bond 
with Chase as surety for faithful performance of his duties. 
Alec defaults. 

(1) Burton sues Alec, who pleads infancy. Can Burton recover from 
Alec? Explain. 

(2) Burton sues Chase on the bond. Chase pleads Alec’s infancy as a 

defense. Can Burton recover from Chase, the surety? Explain. 


Name and describe four types of claims against a bankrupt that are not 
discharged in bankruptcy. 

A person is insolvent but refuses to make an assignment for the benefit 
of creditors or to take any other action. 

(1) In what way, if any, can his creditors bring about a distribution of 
his assets among them ?. 

(2) Is insolvency alone sufficient for this purpose? 

(3) Can such proceedings be taken against all debtors? Are there 


any exceptions? If so, name them. 


The Amalgo company holds a note of the Crockett company for $2500. 


This note is secured by collateral worth $1800. The Crockett com- 
pany goes into bankruptcy. The trustee expects to pay creditors 40 
cents on the dollar. How much is this note held by the Amalgo 
company worth? 

Name and describe three differences between a dividend paid by a 
trustee in bankruptcy and an ordinary dividend paid by a corporation. 
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THEORY OF AUDITING 
Friday, May 18, 1945—1.30 to 5 p. m., only 


Read and consider carefully each question before answering. Write your answer 
clearly and concisely, being particular to express your own knowledge, for on that is 
based the rating. Avoid quotations from authors. Designate each answer by number 
and check (V) the number on the question paper, but do not rewrite the question as 
part of your answer. 

Credit will be allowed not only for accuracy of answer but also for technic. 

Do not sign your name to the paper. State your examination number. 

Answer the questions as directed under each group. Papers entitled to 75 
or more credits will be accepted. 


Group I 
Answer all questions in this group. 
1 a Explain three methods by which the sales records may have been falsi- 
fied. 
b Explain your audit procedure for disclosing such irregularities. 

2 Outline the procedure that you consider adequate for auditing the inven- 
tories of raw materials and supplies kept by a manufacturing plant, when no 
physical inventory was taken at the close of the year you are auditing, but the 
stock ledgers were continually tested at low stock points throughout the year. 

3 Should a certified public accountant regard the balance sheet as his repre- 
sentation concerning the financial condition of the company, or as the representa- 
tion of the company itself, subject to his remarks in his report or certificate? 
Give reasons for your answer. 

4+ a In the course of a cash audit, to what records, other than the cash 

receipts and disbursements, is it necessary to refer? 
» Mention the four general purposes that should guide the auditor in the 
substantiation of the cash records. 

5 As an auditor, compare the following terms or distinguish between them: 
(a) internal check, () internal control, (c) internal auditing, (d) public audit- 
ing. 

Group II 

Answer five questions from this group. Indicate the questions answered by a 
check mark (\V) placed at the left of number on question paper. 

6 An importer signs “trust receipts’ when the goods he imports are 
released to him. A bank, which has established commercial letters of credit in 
favor of the importer, engages you to audit the importer’s accounts on its behalf. 

In the course of this audit, would you investigate the importer’s practice in 
paying the bank drafts drawn under the letters of credit? Explain your answer. 

7 In reviewing the work of an accountant engaged upon the audit of a boat 
house, you are informed that the income has been verified as follows: 

Daily cash receipts from the rental of boats by the hour or day have been 
verified by means of the appointment schedules kept by the dock attendant, inde- 
pendently of the bookkeeper or cashier. The other income consists of checks 
that are received monthly by mail for monthly rent, berth privileges etc. The 
daily recorded receipts have been reconciled with the deposits shown by the bank 
statements. 
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Do you consider that a satisfactory audit of the boat house income has been 
made? Explain your answer fully. 


8 In your audit of a manufacturing corporation, you find an investment in 
machinery and equipment of $1,500,000, which represents the cost of original 


items plus additions, at cost, covering several years’ expansion and growth. 


During this period, the company has followed the policy of charging to the 
regular repairs expense account all items of a capitai nature costing $100 or 
under. Repairs and maintenance charges have always been at levels sufficient 
to maintain the machinery and equipment in top operating condition. 

Recently the Board of Directors passed a resolution, affecting your period, 
establishing the policy that 50 per cent of all repairs in the regular repairs 
expense account at the end of the year will be capitalized by journal entry. The 
reason for this procedure is that the directors believe cost figures are becoming 
prohibitively high because of depreciation and repair charges that they consider 
ultraconservative. 

Your engagement calls for unqualified certified financial statements. As the 
auditor, explain fully how you would proceed under the conditions stated. 


9 You have been engaged'to audit the books of a corporation having a large 
research laboratory. The cost of this laboratory and its experiments amounts to 
several hundred thousand dollars annually. In accordance with established 
policy, this cost is charged to operations as development and research work etc. 
From time to time, new processes and patents result that produce new products 
or improved manufacturing technic in present operations. As the auditor, do 
you approve of continuing to charge the cost of this labratory to operating 
expense, or would you advocate capitalizing or deferring it? [Explain fully. 


10 In the audit of a large baking company, as of December 31, 1944, you 
find that it is customary to contract in July for a large supply of flour at a stated 
price. This supply is stored at the mill, shipped as ordered by the baking com- 
pany and billed, when shipped, at the contract price. Shipment is made by the 
mill under negotiable bill of lading drawn to its order. A sight draft with bill of 
lading attached, drawn upon the baking company, is forwarded by the mill’s 
bank for collection. Upon payment of the draft, the presenting bank indorses 
the bill of lading to the baking company. 

You find that a carload of flour that had been ordered just prior to the 
close of the year is in transit at the close of the year under audit. 

a Is there any liability to be shown in the balance sheet as of December 
31, 1944? Explain fully. 

b Should knowledge acquired after that date have any influence upon 
your report? Explain fully. 


11 You have been engaged as the auditor of a general partnership and are 
preparing a report to be used for credit purposes. A very favorable financial 
condition is disclosed by your audit. 

Through another professional engagement recently completed, you know 
that one of the general partners has a financial interest in another partnership 
whose affairs are in an unfavorable financial condition. Action by creditors 
would result in a forced sale that would wipe out the partnership capital and 
leave a deficit to be assumed by the individual partners. 
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As the auditor of the general partnership, should you give any consideration 
in your report or certificate to this involvement of one of the partners in another 
concern? Give full reasons for your answer. 


1 
+ 


12 a The 1944 Federal corporation income tax return, Form 1120, under the 
general caption “Deductions,” has an item No. 27, Net Operating 
Loss Deductions. 
b The 1944 Federal individual income tax return form Schedule D 1040, 
under the caption “Summary of Capital Gains and Losses,’ shows 
Column No. 2, Capital Loss Carry Over. 
Give a brief explanation of the nature and function of items a and }, when 
applicable, and furnish examples. 
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STATE SOCIETY ACTIVITIES | 











Calendar of Events 

June 21, Thursday—Regular meet- 
ing of the Board of Directors. 

October 8, Monday—7:30 P. M. 
Regular meeting of the Society. 
Location: Waldorf-Astoria Hotel, 
Lexington Avenue and 49th 
Street, New York. Subject: To be 
announced. 

October 8, Monday—Regular meet- 
ing of the Board of Directors. 


Regional Conference Cancelled 


Due to the ODT regulations, the 
Twelfth Annual Regional Chapter 
conference which had been sched- 
uled for the Sagamore Hotel, Bolton 
Landing, Lake George, New York, 
on September 6th and 7th has had 
to be cancelled. 


It is expected that a series of one 
day conferences in the four Chapter 
cities will be held some time in the 
latter part of September. Further 
details will be announced as soon 
as plans are completed. 


Committee on Nominations 

The following is the personnel of 
the 1945-1946 Committee on Nomi- 
nations: Robert H. Montgomery, 
A. S. Fedde, P. W. R. Glover, Joseph 
Getz, Roy A. Wood, J. B. C. Woods, 
Freeman Davis. 

The above members were elected 
at the May 14, 1945, meeting of the 


Society and two others will be se-~ 


lected by the Board of Directors at 
its October meeting. 


Election of Officers 

On May 14, 1945, the election of 
officers and directors of the Society 
for the forthcoming year was held 
at the Waldorf-Astoria Hotel. The 
Nominating Committee submitted 
the names of the following officers 
and directors for the ensuing year, 


1945 


who were subsequently elected to 
office. They will assume office on 
October 1, 1945, 


Officers 
William R. Donaldson....President 
Prios Sincigic:..cccececewnc First Vice 

President 

Percival F. Brundage..... Vice President 
SUNG LOG o iacc ceeded Vice President 
Henry E. Mendes........ Vice President 
Charles Ei. Towns... <<. Vice President 
Franklin: ©. SIS. o.<6600 65 Secretary 
Harry E. Van Benschoten.Treasurer 

Directors 


(For a period of Three Years) 
Henry A. Horne Edward A. Kracke 

The meeting was addressed by 
Mr. Donaldson, First Vice Presi- 
dent and President-Elect, whose ad- 
dress appears elsewhere in this is- 
sue. Mr. Samuel J. Broad, President 
of the American Institute of Ac- 
countants and member of the So- 
ciety, presented an address which 
will be published in the July issue 
of this publication. 


Election of Chapter Officers 

At the annual Chapter meetings 
in May, the following men were 
elected to take office October 1, 1945. 


Albany 
Eugene J. Steiner ........ President 
Stanley A. Frederick...... Vice President 
William Boochever ...... Treasurer 
Sidney Urbaelt .:.<66<0000: Secretary 
Buffalo 
Edward H. Hoch......... President 
J.. Ralph Toepier......: «<<. Vice President 
William P. Weyer........ Treasurer 
Edwin. S. PREEDS......5.<. Secretary 
Rochester 
Robert T. Morrow........ President 
Rupert <e. Fait... 3 o:06sces Vice President 
William D. Gasser........ Treasurer 
Jolt Ao MSY es es cc tecoe ves Secretary 
Syracuse 
Wendell N. Butler......... President 
Aller C.. Ri: occ cesses Vice President 
Charles Ri. Ernst: . «0.055. Treasurer 
Frederic S. Wilkinson..... Secretary 
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Members Change of Address 


Attention is again called to the 
fact that members are requested to 
advise the office of their change of 
address, as no follow-up is made be- 
fore the publication of the Society 
Year Book and Directory. 





BUY MORE WAR BONDS 
AND 


KEEP THEM 





Jacob A. Falk, a member of the 
Society since April 12, 1929, passed 
away in January, 1945. 

Word has just been received that 
Marcel Maurice Freeman, a mem- 
ber of the Society since January 8, 
1941, passed away in October, 194. 


Glen Alan Butler, a member of 
the Society since November 10, 
1938, passed away May 14, 1945. 


George Greene, a member of the 
Society since September 17, 1942, 
passed away June 9, 1945. 

The Society has suffered a great 
loss in the passing of these valued 
and esteemed members. 
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SECURITIES AND EXCHANGE 
COMMISSION 
Accounting Series—Release No. 52 
May 10, 1945 

The Securities and Exchange Commis- 
sion today made public an opinion of its 
Chief Accountant in its Accounting Series 
discussing certain problems as to the pre- 
sentation in financial statements of Fed- 
eral income and excess profits taxes in 
cases where a company for which indi- 
vidual statements are filled pays its tax as 
a member of a consolidated group of com- 
panies. The opinion, prepared by William 
*W. Werntz, Chief Accountant, follows: 

“Inquiry has been made as to the 
method to be followed in reporting Fed- 
eral income and excess profits taxes pur- 
suant to the provisions of caption 15 of 
Rule 5-03 of Regulation S-X. In the case 
cited the company files for tax purposes as 
a member of a consolidated group but 
files with the Commission its individual 
financial statements. It is stated that on 
an individual basis the company would 
have been liable for $1,000,000 of Federal 
normal income and excess profits taxes: 
and that $400,000 of this amount repre- 
sented excess profits taxes. As a member 
of a consolidated group its share of the 
consolidated income and excess profits 
taxes; and that $400,000 of this amount 
represented excess profits taxes. As a 
member of a consolidated group its share 
of the consolidated income and excess 
profit taxes was $700,000. 

“Caption 15 of Rule 5-03 of Regulation 
S-X requires that there be stated sepa- 
rately ‘(a) Federal normal income and ex- 
cess profits taxes; ‘(b) other Federal in- 


come taxes; and (c) other income taxes.” 


Where a company is filing individual 
financial statements and reports on the 
same basis for tax purposes, the above 
breakdown of the total provision for Fed- 
-ral income and excess profits taxes should 
be made. Likewise, where consolidated 
financial statements are being filed, the 
above breakdown should be made. 

“In the case cited, however, the provi- 
sion made by the individual reporting 
company for income and excess profits 
taxes represents merely a provision for its 
share of the income and excess profits 
taxes of the consolidated grqup of com- 
panies. In the instant case, the share of 
the aggregate consolidated tax appor- 
tioned to an individual member of the 
group was, I understand, determined on 
the basis of the ratio of the total tax that 
would have been paid by a particular 
company to the combined tax that would 
have been paid had all members oi the 
group filed on an individual basis. Under 
such circumstances, I am of the opinion 
that an allocation of an individual com- 
pany’s share ef the aggregate tax as be- 
tween excess profits taxes on the one hand 
and normal and surtax on the other hand 
would be arbitrary and of little signifi- 
cance. For this reason I feel it would be 
appropriate for a member of the group to 
combine in its individual statements sub- 
divisions (a) and (b) of caption 15 and to 
show its provision for Federal income and 
excess profits taxes as a single item. By 
means of footnotes, however, there 
should be shown the estimated amount of 
Federal income and excess profits taxes 
applicable to the company had it filed on 
an individual basis, with an indication of 
the estimated amount of excess profits 
taxes involved.” 


*In Accounting Series Release No. 23 (April 9, 1941) it was indicated that caption 15 contemplated “that 


the normal income, defense, and declared value excess profits taxes should be included under subsection (a) 


and the excess profits tax prescribed by the Second Revenue Act of 1940 should be included under sub- 


section (b).” 
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The excess profits taxes presently in effect should therefore be shown under (b). 
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Book Notes 
How To Spreep Up SETTLEMENT OF 
Your TERMINATED WAR CONTRACT 
By J. K. Lasser 

McGraw-Hill Book Company, Inc., 
Publishers, 1945 
186 pages, $3.50 

This book gives American busi- 
nessmen a simple, untechnical ex- 
planation of the way in which they 
can handle their plant operations, 
inventories, and settlements before 
and after they receive a termination 
notice. Mr. Lasser’s clear, authori- 
tative, and timely advice will be 
helpful to executives, lawyers, pub- 
lic accountants and others. The book 
contains a complete statement of all 
of the law, rules, regulations, forms, 
reports, and other Government data 
issued to this date on the subject 
of termination. Much of it has been 
boiled down into a series of check 
lists that tell the large and small 
contractor how to proceed and how 
to get maximum protection in his 
dealings wih Government officials. 
New York Laws AFFECTING Bust- 
NESS CORPORATIONS 

( ANNOTATED) 

United States Corporation Com- 
pany, 1945 
602 pages, $2.00 

This is the twenty-sixth edition 
of this work, revised to April 24, 
1945, and includes changes in perti- 
nent sections of the Tax Law, ema- 
nating from the 1945 session of the 
New York State Legislature. Be- 
sides the statutes, it includes liberal 
annotations of judicial decisions in 
the form of abstracts, in the court’s 
exact language, with numerous cita- 
tions of. supporting cases. 


Cost ACCOUNTING BIBLIOGRAPHY 
By A. L. PRICcKETT 
The School of Business, Indiana 
University, 1945 
470 pages, $1.00 


No bibliography of cost account- 
ing publications of a fairly extensive 
nature has been available. This 
study includes publications from 
1890 to July, 1944. It is not an all in- 
clusive bibliography but is limited 
to the bibliographical sources in the 
field of accounting that are avail- 
able. It is divided into eighteen 
classifications as follows: 


1. Materials and Inventories 

2. Labor 

3. Overhead 

4. Selling and Distribution Ex- 
penses 

5. Job Order Costs 

6. Standard Costs 

7. Statements and Reports, Use 


of Cost Data, etc. 

8. Taxes 

9. Waste and Spoilage, Scrap 

10. Process Costs 

11. Budgets 

12. Governmental Accounting and 
Institutional Accounting 

13. Joint and By-Product Costs 

14. Industries and Groups (Trade 
Associations) 

15. Fixed Assets (Depreciation) 

16. General 


17. Problems 
18. Costs and the War 
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What a sustess: 


No employees, time cards, job 
tickets... No hourly charges, costs to 
distribute, overhead, social security, 
workmen’s compensation, insurance, 
union checkoff, reserves... No job 
deferments, priorities, renegotiation, 
tax claims... No depreciation, fixed 
charges, interest on investment—the 
rake and lawnmower belong to Dad... 
No statements, records, bookkeeping 
...Gross and net are 100%—and 
sure. The partners share the profits, 
promptly put them into model planes, 


war stamps, ice cream cones, marbles, . 


movie tickets, chocolate caramels—no 
reconversion or scrap problems! . . : 
What a business indeed ! 

These entrepreneurs can do a job 
and call it a day, go home with clear 
consciences and easy mind. But their 
elders in business have to have facts— 


THE McBEE 
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frequent, accurate and accessible—on 
which to base operations. 


McBee can help make business 
simpler, with records and procedures 
that bring facts fast and accurately, 
fix them securely, make them easily 
accessible... For better methods of 
managing business figures and facts, 
put your problems up toa McBee man. 


COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
eas? 295 Madison Ave., New York 17, N.Y... Offices in principal cities 
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asks cee casita with 
the PRINTING Calculator! 


Whether it’s building or accounting, the Printing Calculator 
proves your figures are right the first time! 


Everywhere accountants say the Printing Calculator avoids 
mistakes and saves time by simultaneously workng, printing 
and proving their problems—as is shown by the simple figures 
on the tape. 

The Printing Calculator is the ONLY machine that: 


Divides automatically ond prints 
Multiplies and prints 
Subtracts and prints 

Adds and prints 


It replaces the ordinary adding machine that won’t cal- 
culate, and the ordinary calculator that can’t print. 


Phone your nearest Remington Rand office today, or 
write to Buffalo 5, N. Y., for your free booklet TOPS. 


Deliveries according to WPB regulations. 
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